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GERMAN PAPERS ON EUROPEAN PARLIAMENTARY ELECTION RESULTS 
DW110932 Cologme Teutschlandfunk Network in German 0605 GMT 11 Jun 79 DW 
{From the press review] 


[Excerpt] BRA’.SCHWEIGER ZEITUNG writes: The result is disappointing to all those who 
had hoped for a new impetus for the unification of our continent from the first direct 
election of the Europear Parliament. The relatively low participation in the countries 
without obligatory voting shows this: The Europeans continue to feel themselves first of 
all to be British, Frencha.n or Danes. Thus what has happened, curiously enough, is that 
the election has not strengt: ened the European Parliament but, indirectly, its competitor, 
the Council of Ministers. 


MANNHEIMER MORGEN sums up: We would have wished greater voter participation in the first 
directly-elected European Parliament. But to many Europeans the historical event was non- 
existent. The European Parliament must yet win a firm place in European awareness. It 
has the chance for doing so now that it has been connected with the people of the nine- 
member Community and upgraded by prominent politicians. 


The Mainz ALLGEMEINZ ZEITUNG stresses: The leftist majority expected or even feared by 
many observers will not exist in the first directly-elected European Parliament. A 
simple majority of the citizens in the nine states of the Community has given a clear 
vote of confidence for the non-Socialist Party group made up of Christian Democrats, 
conservatives and liberals. What is surprising, apart from the sensational election 
victory of the Conservatives in England, is the success of the CDU/CSU in the Federal 
Republic, Discussing a domestic aspect. the editorial continues: The trend against the 
SPD and the FDP cannot be explained only in terms of their modest election participation. 
Granted, the CDU/CSU has a more reliable constituency than the Social Democrats, and it 
can count on activating this constituency in matters pertaining to European policy, which 
it interprets as a legacy of Konrad Adenauer. And yet, this degree of voter mobilization 
was surprising at the peak of the debates over the chancellor candidacy in the CDU/CSU. 
Obviously the concern about a potential majority of Socialists and Communists in the 
European Parliament made many CDU voters temporarily forg:t their pent-up ire at Kohl, 
Biedenkopf and Strauss. 


JAPANESE, ECOFFICIALS AGREE TO DISCUSS OIL AT TOKYO SUMMIT 
OW120455 Tokyo KYODO in English 0306 GMT 12 Jun 79 OW 


[Excerpt] Brussels, June 11 KYODO--The chief of Japan's Economic Planning Agency agreed 
Monday with European Community leaders to map out an effective resolution on oil conserva- 
tion at the Tokyo economic summit, according to EC sources. 


The agreement came when EPA Director General Yokusaburo Kosaka met with EC Commission 
President Roy Jenkins and Commissioners Francois-Xavier Ortoli and Wilhelm Haferkamp. 


‘© \kins told Kosaka the EC would decide on its energy measures at a meeting of energy 
nanisters on June 18 and the EC summit June 21 and 22, He stressed the need for conser- 
vation of oil in the 1980s and for research and development of alternate energy like 
nuclear power and liquefied coal. 


Kosaka and Ortoli agreed that the EPA and EC will hold regular consultations among 
economic experts. 
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EEC OFFICIAL DISCUSSES JAPAN'S EUROPEAN TRADE SURPLUS 
0W130243 Tokyo KYODO in English 0152 GMT 13 Jun 79 OW 


[Text] Luxembourg, June 12 KYODO--Wilhelm daferkamp, vice president of the European 
Communities Commission, showed Tuesday a relatively mild attitude regarding Japan's 
continuing trace surplus with the European Common Market. 


Speaking at a meeting of foreign and trade ministers of the nine Common Market nations, 
Haferkamp noted that the Common Market's deficit with Japan kept increasing while Japan's 
overall trade surplus has decreased. Stating that the Common Market carmmot tolerate such 
a situation, he said it may become necessary to take such countermeasrres as invocation 
of anti-dumping provisions under the General Agreement on Tariffs and Trade (GATT). 


But he did not say that it was nececsary for the Common Market to take tougher counter- 
measures Uryond the framework of the GATT. Befcre the meeting, there was speculation 
that Haferk-up might show an extremely tough attitude toward the Japan-Common Market 
trade problem. 


Haferkamp also told the meeting that he would continue to press Japan to open its market 
wider to European products and seek to promote cooperative relations with Japan in such 
fields as industrial cooperation and development of new energy sources. 


According to conference sources, the Cummon Market ministers approved Haferkamp's posi- 
tion on the whole. No one demanded that the EC Commission take tougher countermeasures 
at the meeting, British sources said. 


FRANKFURTER ALLGEMEINE ON JAPANESE-EC TRADE IMBALANCE 
DW311713 Frankfurt FRANKFURTER ALLGEMEINE in German 351 May 79 p 11 DW 
(Heinz Stadlmann article] 


[Excerpts] The climate in the relationship between the European Community and Japan has 
worsened lately. The trade surplus which has lasted for years and keeps crowing has 
elicited irritated reactions in Brussels. After constantly repeated Japanese promises 

to insure a balanced goods exchange, the failure of these efforts is now being noted with 
irrita*ion. Tokyo reacted with understandable bewilderment to an internal report of the 
EC Commission in which the Japanese were described as "“work-mad people" living in "rabbit 
hutches" who therefore can flood all markets with low-priced merchandise. The final word 
was that Brussels is contemplating import restrictions unless the situation changes by 
fall. This in turn led to Japanese warnings of the danger of a trade war. 


For years the considerable Japanese trade surplus have been at cklish subject. So far 

the Europeans were satisfied with general admonitions and desisted from any threatening 
gestures. The United States, in contrast, brought massive political pressure to bear on 
Tokyo several times already. Contrary to his original intentions Prime Minister Ohira 
found himself compelled to pay a visit to Washington in early May, Just a few months after 
his inauguration, to mollify the outraged American feelings. A deficit of more than $11 
billion last year had strengthened the Americans! view that the accords so far made for the 
mitigation of the imbalance are not enough. The same feeling has meanwhile seized Brussels. 
In view of a Japanese trade surplus of $6.4 billion vis-a-vis the Community in 1978 the 
Commission anticipates for this year the possibility of a deficit in the magnitude of 

$8 billion. 
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The way to remedy the situation has lead to disagreements between the individual member 
countries of the Community and lately alse within the pertinent commission department. 

On several occasions the French, British, and Italians have hinted that the Comunity must 
protect itself against excessive Japanese cxports. Though they are not openly spes“ing of 
import restrictions it is intended to force the Japanese to mitigate the «port surplus 
themselves. Constantly the commission is being put under pressure to exploit its compe- 
tence in trade relations along these lines. Respo: :ible EC Commission member Haferkamp so 
far has successfully fended off such demands. He .s perfectly aware that such a ster by the 
EC would lead to repercussions. The balance of maintaining free trade which is precarious 
anyway, and the preservation of national interest could not stand any further burdens. In 
the general directorate for trade relations, however, the criticism against this policy is 
growing. High-ranking British officials advocate the view that Haferkamp is "too weak" 
vis-a-vis *he Japanese. 


So far neither the Americans nor the Europeans have found a line of coping with the problem 
of the Japanese export successes. But it seems as though Japan, too, is avandoning its 
customary flexibility and, in the failure to recognize the looming dangers and along with 
the increased self-awareness, tends to overrate its position. For the time being they are 
primarily operating with window dressing. Japan has ordered the European Airbus plane and 
dispatched large economic delegations which are to provide tips for European delivery pos- 
sibilities. The Americans are promised a slightly greater share in th: public orders in 
Japan and an open market. European and American businessmen ar. accused of selling so 
little in Japan because they are not making adequate efforts. 


At a Buropean-Japanese symposium in Braissels recently “aferkamp submitted an analysis of 
the trade relations which soberly shcwed the reasons for the Japanese successes. The 

upshot of his findings: high quality of the Japanese products which partially have sur- 
passed European standards, great efforts of the Japanese entrepreneurs on the European 
market where rere than 10,000 Japanese businessmen are permanently operating, as against 

a maximum of 1,500 Europeans in Japan, openness of the European market with full freedom 

of settlement and investment end a powerful import trade which can operate independently 
from industrial intererts. Ti.e production quality is substantiated by the fact that 

Japan now accounts for mere than 50 perc.t of world exports of motorcycles, tape recorders, 
radios, and pocket computers. The era of imitation is over. 


Explaining and making understandable the Japanese successes is one thing, making them 

appear acceptable is another. Any impediment to the Japanese exports would be an unjust 
punishment of the proficient. Yet the EC Commission has also figured out that the surplus 

of $6 billion of the Japanese costs 100,000 Furopean jobs. It is easy to prove that the 
Europeans with their own export dependencies are the last ones who should talk about restric- 
tions in free trade. But to the deputy who has "Japanese-harmed" unemployed people in his 
voting district the matter looks different. It is also irritating if the impression is being 
constantly aroused now as though bilateral trade surpluses really were something unpermis- 
sible. Considering the enormous expansion of world trade there may, and are bound to be, 
some imbalances. The matter tecomes problematic only when *his imbalance exists vis-a-vis 
the two biggest trade blocs end proves more and more to be a lasting matter. Haferkamp has 
uttered the proper judgment when he said tnat in trade it is as in a game: If one wins 

all chips and hangs on to them he cannot hope that the game will continue. 


The EC Commission must not be induced to threaten with import restrictions even in hints. 
All of 5 percent of the EC imports come from Japan. Hopefully the Japanese economy will 
have realized ty now that in the loz run it cannot hold its ground alone with the stra- 
tegy which preferably is referred to as "aggressive." The responsibility of a great 
world trade partner includes an occasional waiver of existing possibilities, 
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DIE WELT INTERV!. 4S DEPARTING NATO SUPREME COMMANDER HAIG 
DW131127 Bonn DIE WELT in German 13 Jun 79 pr 1-3 DW 


[Cay Graf Brockdorf report or an interview with NAT('s supreme commander, Gen Alexa 
Haig] 


[Text] Moms--The departing NATO supreme commander, Gen Alexander Haig, is urgently 
warming the Atlantic allies against remaining idle o- the issue of nuclear armament. Halg 
told .lE WELT: "I declare without any reservations that our deterrence will eccllapse 
early in the eighties unless we promptly initiate steps to modernize the nuclear weapons 
of the alliance, especially the long-distance weapons." 


Haig granted DIE WELT an interview in the supreme allied headquarters, SHAPE, not far 
from the Belgian town of Moms. Om this day, barely 4 weeks before he will be turming 
over his command to the present chief of the U.S. Army General Staff, Gen Bermard Rogers, 
Haig gave the impression of being more thoughtful than usual. At the ena f his 4 1/2 
years as the supreme allied commander he viewed the future with "mixed feelings." Haig 
is retiring at the age of 54--many people believe that he aspires to a political career 
as a member of the Republican party. 


All he told DIE WELT about his future plans was that "I am leaving Europe with deep con- 
cern about the West's capability of facing the forthcoming challenges with the necessary 
Clarity and strength. This is why I intend to have my say about these problems in the 
future as vigorously as I can and as long as I believe that I can make a constructive 
contribution. 


Haig anticipates a crisis for the eighties unprecedented since World War II, He advocates 
the view that the Wester world, if united, has the strenth to solve it. Yet, this 
requires a common strategy. This new global strategy of the West must Le based on the 
finding that the past in which the United States alone faced up to "illegal interventions" 
by the Soviet Union, receiving criticism of acclamation "no matter how well or how badly 
we did the Job,” is over. 


Wnether SALT II is ratified or not, it is definite that the balance of the intercontinental 
strategic weapons of the superpowers will change in the period from 19380 to 1986. For the 
mited States « disadvantageous situ.ution will emerge which will be eliminated only after 
the modernization of the central .35. strategic forces in the secona half of the eighties. 
Haig said: "We will have to live with this situation, with or without SALT II, This 
means that the decisive sword has slipped from our hands." 


It is all the more urgent for Europe to push the medemization of .ATO's nuclear weap’. 
"The strategy of the flexible response already is being seriously influenced by the ¢i wee 
in the balance of intercontinental weapons,” Haig said. This is what gives the region‘ 
armed forces in Europe their great significance. Shov’d the Western alliance fail to 

see this and fail to take steps commensurate with tie situation, then--according to Haig-- 
"the collapse will be profound and fundamental." The nar supreme commander expressed 
his “cautious optimism" that the North Atlantic alliance, since the the series of con- 
ferences this spring, is on course toward closing the gap in the strategic balance. 


The change of the military situation is but one of several central points in Haig's 
forecast that the eighties will bring the "most dangerous changes since World War II" for 
the West He also refers to developments outside the area of direct NATO concern, 
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It was in the series of confereces this spring that NATO for the first time dealt with 
the interaction of events within 2nd outside the alliance, for instamee, with developments 
in Africa and in the Middle East. U.S. Secretary of Defense Brom started it at the 
Brussels meeting of the ‘defense ministers. German Foreign Minister Hans-Dietrich Genscher 
at the foreign ministers meeting of NATOin The Hague gave an “extraordinary” speech which 
was to the point,” and he drew attention to the incompatibility of detente efforts in 
Europe with Soviet steps outside of Europe. Haig added: "You mow I have been talking 
about this for months now." 


He spoke of "illegal Soviet interventions” outside of Europe. He called Moscow's activi- 
ties in the Third World “noisy and provocative." The new strategy of the West which he 
recommends must not fearfully shrink back from Moscow's activities in the Third World. 
"But," said Haig,” this strategy must not repeat that U.S. postwar policy which regarded 
any wifavorable strategic development on the far horizon as the result of Soviet double 
dealing.” 


In Moscow, Haig “autioned, a change in the leadership is forthcoming. The character of 
the new regime in the Kremlin is wipredictable. Moscow's fears of China will increase 
since Beijing is about to modemize its state and its defense by the turm of the century. 
Economic setbacks and crop failures may well aggravate the Soviet thion's domestic prob- 
ems. The energy problem will also plague the Soviet Union. 


daig concludes: All this requires a “totally unusual measure of consultation, solidarity, 
and conhesion of politics” in the Western camp. Above all the West must pursue a defense 
expenditure commensurate with the prevalent situation. It is just as important for it 

to express the unanimity of its will. 


GERMAN RADIO COMMBITS ON SALT II, SALT III, DETBITE 
DWO70900 Cologne Westdeutscher Rundfunk Network in German 1810 GMT 6 Jun 79 DW 
[Excerpts from Egon Sehulz commentary] 


[Text] On the question of SALT--yes or noe-the American public is split just as the 
German public was over the treaties with the East 10 years ago. Small wonder that 
supporters and opponents of SALT II would very much like to call the German chancellor in 
as state's evidence for thiir sides, and have often enough done so, toc. For our interests 
as Germans and Europeans, detente is vitally important, much more so than it is for the 
Americans. West Berlin, for exemple, cannot flourish in a climate of extreme vcolitical 
tension. And our relations with the GDR would be impatred if the detente train were 
halted, not to mention the dangers of political pressure or military conflicts whieh might 
Gall our independence, if not our survival, into question ovemight. 


only if we and our potential adversaries in Europe feel politically secure wil\ our 
security be guaranteed. This demonstrates that what primarily matters in detente is our 
subjective feeling that our situation naturally can differ from that of our allies beyond 
the Atlantic. American opponents of the SALT II agreement have now advanced the argument 
that the envisaged accords are disadvantageous, perticularly to West Europe. They say 
that the accords will cement the strong Soviet preponderance in medium-range missiles. 


It is known in the United States that the Federal Government views this Soviet superiority 
with concert.. This is why the chancellor has said that this imbalance must be mitigated 
in future negotiations, in SALT III. But this does not mean that the chancellor rejects 
the results of SALT II; on the contrary, all of us know that there cannot be any SALT III 
without SALT II. 
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Viewed from our position t:.. problems lock entirely different than they appear to the 
American SALT critics. If we wish to relax, then we have to feel somewhat safe. And 
to this end we need, first of all, a stromg American military potential which reliably 
deters the Soviet Union from attacking us. This potential exists and is not impaired 
by SALT II. Besides, we can ory relax if the Soviets reduce their so-called Buro- 
strategic weapoms to a justifiable level or if a balance is created om our part. 


dence, 4e are not interested in cornering Brezhnev and blackmailing him into making 
further concessions as conditions for the ratification of SALT III. because he could 
hardly relax then. BSoth sides must relax if this policy is to work, a policy which, 
though most difficult, is the only ome which stands a chance of success. 


AUSTRIAN GENERAL SPANWOCCHI COMMENTS ON SALT II 
AU121418 Vienna DIE PRESSE in German 12 Jun 79 p 3 AU 


(Georg Possanner report on interview with General Bil Spanmocchi, chief of the Austrian 
Army Command--date and place not given] 


[Summary] Asked about his opinion of SALT II as chief of the army of a small neutral 
country between NATO and the Warsaw Pact, Army Commander Gill Spammocchi does not want 

to award ary marks. "He expresses himself in a cautiously-detached to positively -critical 
way, stating that SALT II would certainly have a mainly political-psycho}<cical effect 
and not so much a military effect." He sees the motives for the c<scavsion if SALT II 

not in the elimination of acute military tensions but primarily in the technological- 
economic field, and argues that SALT Il can “help prevent blueprints of new arms fron 
becoming reality.” 


Asked whether SALT II will strengthen the confidence between the two big powers, he 
replies: "No, SALT II will not strengthen confidence because the political and military 
leaders have a committment to their respective countries to assume that the other side 
will seek to attain its objectives by means of force. This actually leads to distrust. 
Distrust is basically not harmful--rather, it is an expression of a defensive attitude.” 


Asked about the effects of SALT II on the strategic situation in Burope, Spannocchi 

says: "“'In Burope there is indeed a balanced situation at present.' But for some time 
to come the conventional superiority, the larger number of Warsaw Pact divisions, will 
have to be balanced by the West's muclear weapons. The geographic advantege of the Hast 
vis-a-vis NATO is a fact--SALT II will not change argthing in this.” Spannocchi believes 
that both superpowers have a special relationship with the old continent--meaning that 
they both still regard Burope as the center of the world, and that ary escalation in 
Burope below the level falling under discussion at SALT would be more dangerous than, for 
example, in the Horn of Africa. 


"What does the Austrian army commander think of the conmection between the SALT II agree- 
ment to be signed in Vienna and progress at the forces reduction talks? To Spannocchi, 
such @ commection hardly exists. These are two different sectors of military -political 
action, he says, adding that he thus does not expect anything except some formal stimli.” 
Regarding the doubts of some SALT II critics that by signing this treaty the United States 
is “surrendering” tothe Soviet Union, Spannocehi says: "I am in no position to judge the 
qualities, but on the other hand I regard it as unlikely that the Americans would accept 
disadvantaces with their eyes open.” “He adds that a relative inferiority, which can be 
quantitatively fixed, is not decisive in view of the existing ‘overkill capacities.'” 








VII. l-+ J un 79 c ed NATO 


Asked how Zustrta could profit from SALT II for its ow security and whether such meetings 
as the forthcomi.~ Carter-Eregimey summit in Viems would not permit Austria to reduce 

its own military efforts, Sparmeocchi resclutely rejects the latter idea. He adds, 
however, that Vie ma'’s position as meeting place does facilite e the mainterame of a 
direct, short wire to the superpovers. 


L'HUMANITE ON WASH INGTOLI-BONN-TOKYO AXIS 
LD112413 Paris L'SUMANITE in Prench 30 May 7° pp 6-7 LD 
[Laurent Sauerwein art‘cle: "The Washington-Bomm-Tdgo Axis Passes Through Brec-els”]) 


[Text] In @ secret location somewhere in Paris an ultra-comfidential teletypewriter 
pours out ultracocrfidentizl] information day end night. It comes from the main NATO 
centers and reaches Washington, Ankara, Reyklavir, Londor and Bons: simitanecusly. This 
vast network in the 15 capitals of the Atlantic Alliance member countries is said tc 

be aimed at “facilitating information” and emabling “high-level consultations.” It is 
the umbilical cord which lirks the Prench Goverrment permanently tc NATO. NATO, however, 
is an organization which Prance officially left in 1966 but which it has since surrep- 
titiously rejoined at Mr Giscard d'Estaing's instigation. This has been done in various 
undeniable ways, as Foreign Minister Francois-Poncet admitted last February. 


This vast electronic web which lirks the main Western capitals is now closing in on 
Gurcope. It is known as “NATO-wide” and nothing escapes it. 


It is interested in arything changes in the political, economic, social or militar; 
fields in the northern or southern hemisphere; the network is made up of a whole string 
of satellites. Decisions made in Brussels, events in the Persian gulf, in the socialist 
countries, in South Africa, on the China-Vietnam border, om the Tokyo stock exchange and 
in San Salvador, are a1] digested, analyzed, fed into a computer and arrive day after 
Gay in Mr Giscard d'Estairg'’s office among others. 


NOUVELLES ATLANTIQUES, which is published in Brussels where “70 has its headquarters, 
recently recalled that “the decision to apply for France to be lirked to the ‘[ATO-wide 
network was made by the Prench prime minister as early as May 1976." That prime minister 
wac Chirac. 


Since then no major decision has been taken at the Elysee without consulting the infor- 
mation and directives which exude from the NATO-wide teletypewriter: Therefore, in the 
name of interdependence, a mew bloe is being established between the United States, the 
Buropean capitalist countries and Japan. 


It is based on the Washington-Bonn-Tokyo axis and is aimed at making Western Burope into 
an appendacge--a recion of the U.S. empire. And this axis, as will be seen later, is 
passing increasingl, through the Brussels Commission. 


Mary people, from the Buropean conservatives to the Social Democrats via the Liberals and 
Christian Democrats, have lone heeded the call of the sea: They want to sink Burope in 
the Atlantic. 441i ‘hese supranational parties, wiich include the main French parties 
aside frem the PCF, are in fact militating for a supranational “urope and U.S. Secretary 
of State Cyrus Vance vigorously applauds this line: “Siropean integration is continuing 
and it confirms our beliefe that a strong Burope is essential for a strong United 
States,” he said in London in December. [paragraph continues) 
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WATO Secretary General Joseph Lums also applauds this line: “At the same time as 
the Atlantic alliance was developing as a defense or ization with an important 
political and economic dimension, the mity of Europe was being established,” In a 
recent article he stressed tnat “without the vital link between Europe and North 
America the alliance would be virtually seaningless.” Mr Lums also said in Lisbon 
last November that giving Europe a mind and a soul “is giving the Atlantic alliance 
@ mind and a soul,” 


"Suilding a united Europe,” he added, “is a vital factor the security of its member 
states and of the alliance as a whole,” 


He alsc welcomed the “process of strengthening ties between an evolving Europe and 
orth America,” 


The svolving Europe to which the NAO secretiry general referred is a Europe marching 
toward integration at all levels, @ Zurope expanded to include three new countries in 
good strategic positions, a Europe intervening, by a subtle distribution of tasks, in 
places where 7.5. imperialism can no longer safely determine or thwart the course of 
events itself, 


Under these comditions it is not surprising that the United itates should ive very 
special relations with the Brussels Commission, J.5. Ambassador to the European 
Community Dean Hinton welc med the fact that “regular exhanges on foreign policy” 
have been established "between the United States and the Nine AS A GRov?.” 


NOUVELLES ATLANTIQUES of 26 January stressed that “both sides of the Atlantic agree 
that these consultations are an appreciable elvumer.t in the political decisionamaking 
process,” The J.S. ambassador thinks that “they strengthen the long established 
system of political consultations within NATO,” 


As for economic consultations, Mr Hinton pointed out that they take place in various 
ways: including at tte CECD and during the summits which take place each year betwee- 
the big capitalist powers and British Labor Party member Roy Jenkins who is president 
of the Brussels Commission, The third of these swmits will take gs ace in Tokyo this 
month, According to Mr Hinton it was Presadent Carter himself who “uid all he could 
to facilitate the admission of Roy Jenkins to these trilateral consultations,” 





The U.S. ambassador furthermore revealed the intimate relations which the Carter 
administration and the Brussvls Commission maintain, Topelevel representatives from 
both sides meet twice a year and “the people who determine posicy from subdepartment 
level to cabinet level are constantly going to and from across the Atlantic," 


Nobody doubts that the expansion of the Common Market to Spain, Portugal and Greece has 
often been mentioned during these continual trips, The Atlantist leaders see expansion 
as offering a twofold advantage: by abandoning the unanimity rule in the EEC Cowncil 
of Ministers it will serve to strengthen supranationality under FRO colors, and it will 
“consolidate NATO's south and southeast flacks,* As all the PRG political parties say, 
European integration should have a military dimension; The EEC has not abandoned the 
idea of providing itself with an armed force which it would put at the disposal of U.S. 
imperialism and would extend wa, outside its borders, And the candidates on the lists 
headed by Simone Veil, Jacques Chirac or Francois Mitterrand a11 have some hand in 

this enterprise which would bring about the enc of the French Army as 4 national army, 
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They are campaigning for 2 new European Defense Commmmity ( EDC)}sinilar to the one which was 
Sefeated in 195, thanks to the people's movement in which the PCF played a major part. 
Socialist Edgar Pisani expresses a certain nostalgia for this EDC in a book which he 

$ shed, However, aside from coming like manna to the multinationals which 
jeployment, the expansion would also enable “BATO's south and southeast 
msolidated” in keeping with the urgent appeals made by Gener3l Haig, 
supreme co r of the Allied Forces in Europe, 
The NATO leaders are worried about the loss of two important electronic spying centers 
which the CIA operated on the Caspian Sea in Iran and want to fall back on the bases 
they have in Turkey which are now the closest they have to the US5k. 


However the situation in the region is extremely delicate: Turkey, “this ‘‘aithful 
ally,” tc quote General Haig, has seen its economic problems worsening (60 percent 
inflation, 20 percent wuemployment and $12 billion of overseas debt) and, according 
to him, “rapid action” is needed to help Turkey, If this aid is not forthcoming he 
foresees "serious consequences for the Western world,” It is worth noting that the 
martial law in force in several Turkish provinces is directed ra@inly against the 
progressive forces and that this comtry's commumist party is still banned, 


The Atlantist leaders also stress that to “stabilize” the region Greece must rejoin 
NATO which could be achieved by means of its entr~ into the Common Market, 


\ Europe with 12 members ~ovld follow NATO geopolitical contours even more closely 

but the J.S. generals who aold the main controls are locting even further: for the 
first time (in NOUVELLES ATLANTIQUES of 15 May 1979) the NATO Defense Plamiing 

Committee has just revealed that it was studying “the possibility of military cooperation 
between NATO allies beyond the limits of the treaties,” in other words anywhere in 

the worlt where imperialist interests are at stake, 


om 14 May NATO Secretary General Joseph Luns affirmed that his organization is very 
concerned about “the security of raw material supplies and sea routes,” President 
Carter's adviser Zbigniew Brzezinski, who is ..s0 determined to intervene militarily 
if necessary to defend the "arteries and blood” feeding the capitalist bloc, has 
given the go@ahead;: "It is clear,” he said last March, “that the NATO alliance member 
rations will pay increasing attention to what is happening outside the Sone covered 
by the treaty itself, For example the crises in the Middle East, the Persian Gulf, 
the horn of Africa and southern Africa affect the interests of our countries,” 


The French Government is taking part in this imperialist offensive and, especially in 
Africa, claims to be acting “on Europe's behalf,” Mr Brzezinski welcomes this and 

hands out praise: “France and Belgium,” he pointed out, “took the leadeewith our helpee 
when it was necessary to intervene in the Zairian province of Shaba," 


The foreign ministers of the 15 Atlantic Alliance member countries sre due to start 

a 2aday meeting in The Hague Thursday, During their discussions they will apparently 
stress “West <West” relations, in other words the need to close ranks even more and 

the role which Western Europe will be given in forming 4a more heavily armed and integrated 
bloc which is more determined to follow Washington's wishes, 


And 10 days later ‘the European assembly election will take placee«in opportunity to stop 
this dangerous evolution by voting commmist and to pave the way to @ Burope of 
democracy, peace and independence from any bloc, A Europe which means that France 
will retain its sovereigty and freedom against all those who want to shape it to the 
supranational and Atlantic mold. 





CORRESPONDENT PUZIIED BY CARTER'S ‘WEAKIESS 
DW151148 Munich SUEDZEVTSCHE ZEITUNS in German 13 Jun 73 p + DW 


[Berdert von Borch article! 


[Excerpts] How different would the first meeting between Carter ard Brezhnev have ap- 
peared had it taken place 5 years aso. soom after the inauguration of the new President. 
Breshmevy still enjogec the best of health and. in Washington, Jimay Carter was 
cormiigered the fresh spirit who banished the spook of Watergate for good. Yet. the Soviets 
@ié mot want a summit without the conclusion of the SALT II agreement: and 

the home resistance that tock shape against the agreement's ratification in she Senate, 
the hatwer the Americans had to negotiate. Besidus, Carter's first audacious attempt 

to force the Russians into radical muclear disarmament threw the missile negotiations off 
the track. Thus, relations took a different turn. cecasionally reaching the brink of 

a relapse into cold war. Mow trast the leaders of the two mucleas superpowers are going 
to meet at lomg last on 15 Jume in Viemma they are different from what they were 3 years 
ago. Ome is weak physically. the other politically; what they simre in common is 

that a struggle for their succession has already erupted, secretly in Moscow, openly in 
Washingt on. 


There is something puzzling about Carter's weaknea* viseaevis a Congress which constantly 
seeks to prevent him from achieving his policies. ti. explanations for this phenomenon 
range from the egoistic mentality of the "“me-gene’ ation" -enobody can govern a free 
society which refuses to be governed,” an editorial writer opens--to structural contradic- 
tions of che party system, whose victin Carter is. 





Political scientists fimé that the United States is in fragmented state. There is no longer 
any public philosophy which is supported by a broad coalition. No doubt this was the key t 
Carter's election victory in 1976. He combined contradictosy positions, Jumped over hurdles 
between liberal and comservative, he was independent of pressure groups. The voters of 

the United States liked the ambivalent licemse. Yct what you need for governing is a re- 
liable majority. Carter threatens to be crusued between the still-strong liberal wing 

of his own party. whose expoment is Kemedy, and the currently prevalent conservative 
feelings of the country. 


EDITORIAL COMMENT ON DOMESTIC DEBATE oN ENERGY ISSUE 


DW131022 Cologne Deutsehlandfunk Network in German to East and West Germany 06005 OMT 
is Ju 79 Dw 


(Prom the press revi-." 


[Text] Proceeding from the latest statement of position by Chansellor Sehmidt on the 
energy issue, FRANKFPURTER ALLGEMELME comments on the Bomm energy debate; The chancellor 
Gemands increased utilisation of alternative energy sources, above all coal and nuclear 
energy. He not only said this to President Carter in fareoff America but has comistently 
a@vocated this political line for years. bein« supported in this by Genscher. Both men 
are aware of what is at stake. The two goalition parties, however, will have to prepare 
for political repercussions. be it goverrz mnt erisis or eleetion defeat, 
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SCHWARZWAELERSOTE stresses; Nuclear energy has again become a subject of explosive force 
for domestic and coalition policy. This also holds true with a view to the Bremen FDP 
congress, Chanvellor Schmidt fells challenged, but he is wrong if he considers "“Frondeur" 
Erhard Eppler as the only challenger. It is not a minority but a strongly involved force 
of Social Democrats which backs the energy motion of the SPD of Baden-Wuerttemberg which 
must be considered in the forefront of the Berlin party congress. Helmut Schmidt 

must be careful lesthe, as the chancellor on a high pedestal, suddenly finds himself 
without a majority in his own ranks, 


FRANKFUPTER RUNDSCHAU makes the following comment: The energy market may be likened 

to a chiciren yard over which the hawk is hovering. The threats are manifold, affect people 
deeply, and do not seem to be soluble even on a long-term basis. Obviously the camps in 
the SPD which are in disagreement over the nuclear energy issue are already split to 

a poin’ where public tests of strength become necessary. Things are not mich different 

in the case of the coalition partner. 


SCHMIDT, RELGIUM'S MARTENS DISCUSS RELATIONS 
LD131022 Hamburg DPA in German 0925 GMT 13 Jun 79 LD 


[Text] Bonns The economic situation in their two countries and particularly energy 
problems were at the center “f a 3-hour talk in Bonn on Tuesday evening between Federal 
Chancellor Helmut Schmidt and the new Belgian prime minister, Wilfried Martens. 

A government spokesman said on Wednesday that Martens spoke about his government's program 
and the economic and social situation in Belgium while Schmidt briefed Martens on the 
economic situation in the Federal Republic. With regard to energy, they mainly discussed 
the need to save energy and to develop alternative sources. 


The Spokesman said that they had also exchanged views on the European Monetary System 
(ENS), which had proved successful, Other topics relating to European cooperation 

were Belgium's recent entry into the Airbus program, the combatting of terrorism and the 
East-West relationship. The chancellor also conveyed to his guest the impressions he 
had gained during his recent visit to the United States. During dinner at the start of 
the talks, Schmidt had stated that the Federal Republic's relations with Belgium were 
friendly and problem-free. 


GENSCHER, LAMBESDORFF TO VISIT SAUDI ARABIA, THALLAND 


LD132048 Hamburg DPA in German 1845 GMT 13 Jun 79 LD 


{(Summary] Bonne-On their way to the world economic summit in Tokyo, Federal Foreign 
Minister Genscher and Federal Economies Minister Lambsdorff will make a stopover in 
Saudi Arabia, Informed quarters said today that the two ministers will have talk with 
the Saudi Arabian Government in Riyadh on 24 June on the Middle East conflict and 
energy problems.  Genscher and Lambsdorff will also have talks with the T»si 
Government in Bangkok. 
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LE FIGARO CRITICIZES 'SUPPLI*NT' APPROACH TOWARD U.S. 
LD121515 Paris LE FIGARO in French 6 Jun 79 ppl, 5 WD 
[Paul-Maire de la Gorce article: "Petitioning"] 


[Text] The events of the past 48 hours involving Europe and the United States have a 
strange flavor of bygone days for the French people--ministers arriving in Washington 

to submit their requests and being received in an offhand manner, a categorical rejec- 
tion of their demands, and admonishments to make it quite clear that Washington is not 
pleased with France's policy--all this is reminiscent of the times when European countries 
in general and France in particular found, or put, themselves in a subordinate position 

in relation to the United States, behaved like supplicants and, consequently, in fact 
accepted the idea that it was up to the United States to decide by saying "yes" or "no". 


Why has this painful impression been suddenly created? Once you decide to consider the 
matter in depth, everything becomes quite clear. For at least two well-known reasons, 
the Americans! interests--and, consequently, behavior--when faced with the oil crisis 
neither can be, nor are, identical to those of industrial countries like France which 
have no energy sources of their own. The United States is a big oil producer and 

cannot therefore look at the question of prices in the same way as the Europeans. It 
pays for its imports in dollars, that is, a currency which it issues at will, and its 
viewpoint with respect to any economic and monetary consequences of this problem is bound 
to be different. This is so obvious that since 19735, American imports of crude and refined 
have increased from 305 million tons to 430 million tons per annum while its national 
production was even reduced in the period prior to 1977.... 


Therefore, it would be absurd to imagine that consultations between Europeans and 
Americans could lead to some miraculous identity of views and interests. A bitter 
example of this was recently provided during a meeting of the International Energy 
Agency which most big Western countries attended at the United States’ suggestion, 
France being wise enough to stay away. American representatives did not even inform 
their partners of the decision their government was about to adopt with a view to sub- 
sidizing the U.S. imports of oil. You can imagine the fury of the United States' asso- 
ciates but why should they have been surprised? 


Having established these essential facts, it is now necessary to draw from them the 
necessary conclusions. It must be admitted, however, that the Europeans do not seem 
willing to do so. In the past few days, they have been seen whimpering, bewailing their 
lot and getting indignant as if the United States should have considered the problems 

of European countries, taken them by the hand, reoriented them and given them some aid 

to calm them down. 


Such a state of mind is now in fact a feature of many Europeans and many of their leaders. 
And this is the surest way to render relations with the United States execrable since 

they would be bound to become vindictive instead of submissive, resentful instead of 
docile and rebellious instead of servile. 


When will it be realized that America, just like any other power, acts in accordance 

with its own interests? It believed that it was wronged with respect to its oil supplies 
and as was to be expected in view of the state of the market, it decided to outbid 
others. [paragraph continues] 
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Our reaction--groans and complaints--was illogical. We should consider our own interests 
and insure that we can face up to the consequences of the decisions taken recently both 
by the oil-producing countries and by the United States. 


For by turning up in Washington as "suppliants” they immediately put themselves at risk 
of getting caught in some dreadful machinery. The American leaders immediately took 
advantage of the situation to attack the French Near East policy, taking France to task 
for failing to assist President Carter's diplomacy by supporting the separate peace 
treaty between Egypt and Israel. An absurd reproach since if that treaty has so far 
failed ts lead to any new developments it is not because of France, but in fact, because 
it does not provide for anall-embracing solution to a crisis which will never be resolved 
without the agreement of all parties concerned. And the French Government; was right in 
saying this. We can safely assume that no one will contemplate changing our policy to 
please the United States and secure in this way some precarious advantage which would 
soon be jeopardized by tension on the oil market and the OPEC's coming decisions. 
However, we must not put ourselves into a situation in which we would make ourselves 
vulnerable to this kind of pressure. 


The guidelines of a rational policy with respect to the oil crisis are known--consul- 
tations with other consumer countries, but without any illusions about divergences of 
interests, energy saving, absolute priority for the development of alternative energy 
sources, especially nuclear energy, and planned and systematic cooperation with producer 
countries most of which have huge requirements which industrial countries like France can 
help to satisfy. Let the events of the past few days at least be a lesson to us--in this 
sphere like in any other, no useful policy can be pursued without firm principles and 
forcefulness in their implementation. 


COLOMBIAN PRESIDENT TURBAY ENDS VISIT 
LD132148 Paris Domestic Service in French 2000 GMT 13 Jun 79 LD 


(Text] France and Colombia have decided to develop their cooperation in such a way that 
it may be considered as a model of stability in Latin America; this decision figures 
prominently in the French-Colombian communique published this afternoon at the end of 
President Turbay Ayala's official visit to France. French industry and technology will 
thus participate very closely in the development of the enercy and mining resources of 
Colombia, particularly coal. French technicians will also stucy the development of urban 
transport, iron and steel, (?space), chemicals agriculture and the agricultural-food 
sector. 


Mr Valery Giscard d'istaing has accepted President Turbay Ayala's invitation to visit 
Colombia, but the date of his visit has not yet been fixed. 
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PSDI SECRETARY ON CENTER-RICGHT 'JOINT PROGRAM' 
LD121513 Milan CORRIERE DELLA SERA in Italian 8 Jun 79 pp 1-2 LZ 


{Mario Pendinelli undated interview in Rome with Italiar Social Democratic Party (PSDI) 
Secretary Pietro Longo: "A Historic Orpnortunity To Demonstrate the Strength of the 
Secular and Socialist Forces"] 


[Excerpts] Rome--PSDI Leader Pietro Longo has wasted no time. He has eXamined the 
election re ults carefully and made his first move: he has proposed to the Italian 
Socialist Party and the secular parties that they formulate a joint government program 
and present themselves united in negotiations with the Christian Democratic Party [Dc]. 


"In our country," Longo explained, “after many years a historic opportunity is emerging 
for the intermediate parties--an opportunity to demonstrate that the forces representing 
a secular and socialist area ané what we could also call a modern Western culture are 

in a position tc draw up together an alternative overall development plan bo the 
Communists' proposals, capable of influencing the decisions of the DC, which is too 
composite a party for contradictory trends or temptations not to appear within it in 
connection with the demands and values of en industrial democracy." 


[Question] But, Deputy Longo, do you really believe that the conditions exist for 
reaching such a joint program? 


[Answer] The democratic forces situated between the two major parties have a responsi- 
bility as of 4 June to guarantee the stability and governability of the political 

~ tuation. Not, however, an ambiguous stability destined to disintegrate under the 
first blow but, on the contrary, a real stability, wh-c' can only result from an agree- 
mont on contents and on the specific deadlines--and there are a number of them--facing 
the country. I1 believe that only by reaching a program agreement will the intermediate 
forces have the strength to avoid wasting the voters' indications, to influence the 

DC and at the same tine successfully to withstand the impact of the opposition announced 
by the Communists. 


[Question] And what do you believe should be the specific foundation for a joint agree- 
ment among the intermediate parties? 


[Answer] The fundamental option which these parties have presented to the voters, albeit 
in different ways, is to keep Italy within the context of the European and Western system. 
Therefore, in our opinion, it is a matter of implementing a policy of profoundly 

remedial reform, without however, contradicting the reality of the market. If this is 

so, the only possible starting point for a reasonable understanding is the 3-year economic 
plan. More generally, it is a matter of imagining an economic and social polic, which 

is not aimed at reducing the incomes of pensioners, workers, the middle classes and 

the productive bourgeoisie but which will, on the contrary, achieve higher living 
standards in our country. Nor must the struggle that must be waged against crime and 
terrorism be overlooked, even for a day. The forces of order must be equipped, partly 
through nondemagogic reform of the police forces, with the facilities they need to deal 
with determined and well-trained enemies. But everybody must demonstrate consistency 
between the need for a rigorous policy on public order and specific conduct: A few 

days ago, for instance, I heard someone say that some people are thinking of replacing 
General Della Chiesa, who has worked well in the struggle against terrorism and who 

must remain in his post for precisely this reason. 
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{Question] What if your initiative is unsuccessful? Would you support a single-party 
government formed solely of Christian Democrats? 


[Answer] As of now we rule out any possibility of the Social Democrats voting for 
a possible single-party government. In the event of one being formed, we will try 
to honor our commitments from the opposition benches. 


L'UNITA CARRIES BERLINGUER STATEMENT ON ELECTION RESULTS 
LD071059 Milan L'UNITPA in Italian 5 Jun 79 pl LD 


[Apparent text of PCI Secretary General Enciro Berlinguer statement on 3 June Italian 
general election results] 


[Text] Rome--Comrade Enrico Berlinguer released the following statement on the election 
results at 2100 last night: 


Our party has suffered a considerable setback compared to the exceptional advance in 
1976, but it has defended positions which consolidate a substantial part of that advance 
and which confirm it in its function as a decisive force of the working class, of the 
peoples masses and of Italian democracy. 


This confirmation assumes even greater importance if one considers the large-scale 
and concentric attack systematically mounted on the Communist Party over the past 3 
years and during the election campaign, from the most diverse sources, with an 

extraordinary wealth of resources and with recourse to every kind of mystification. 


It is understandable that this attack should have caused a setback in certain sectors 
of the vast communist electorate of 20 June 1976, but it must be stressed tiat it was 
vigorously and effectively countered by the generous and combative commitment of the 
large masses of our members. 


There is great significance in the fact that, contrary to all forecasts, the Christian 
Democratic Party [DC], which wanted the early elections, failed to achieve its target 
of advancing in these election results. Our denunciation of the dangers which a DC 
victory would have involved was essential to this end. 


These are the salient aspects which emerge from the data currently available. We will 
make a more detailed examination of the final results, in their various aspects. What 
is certain is that all the political forces are faced with the communist issue, as 
before. 


~ 


increased determination and awareness--expressed their support for the Communist Party, 
recognizing in it the principal force in the defense and progress “f democracy, in 
the advance of the workers and in the renewal of the country. 


I warmly thank the old and new voters who have--again in such large numbers and with 


We assure our voters and the entire Italian people that we will continue, with the 
usual tenacity and consistency, our battles to defend the gains and rights of the 
workers masses, to reform the state and to transform society. 
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BERLINGUER VIEWS PCI ELECTION PERFORMANCE 
LD130751 Milan L'UNITA in Italian 6 Jun 79 pp 1, 15 LD 


("U.B." report on PCI Secretary General Enrico Berlinguer 7 June speech in Palermo: 
“With a Strong PCI the Left Will Wield Greater Influence in Europe's Struggles and 
Decisions" ] 


{Excerpt] Palermo--Let us say first of all, Berlinguer said, to our adversaries in 
particular, that difficulties (any difficulties) do not dishearten us, but in fact 
constitute a stimulus to surmount and overcome them. We are tough people in a party 
which does not vacillate amid vicissitudes, which does not become swollen-headed when 
it advances and which is not dejected when there is a lull in its struggle and its 
strength suffers a setback. We are a party that knows how to learn the right lessons 
from our experiences and from feelings that have been expressed by the broad popular 
masses. We communists, he continued, know how to interpret the indication of protest 
and unease that emerges from the 3 June voting, from the voters who did not vote for 
as this time, from the abstentions and from the »lack and spoiled ballots. 


The electoral setback suffered by the PCI is undoubtedly a result of the concentric 
attack that has been mounted against the PCI over the past 3 years and which became 
furious during the election campaign, which was entirely based on falsification of 
our stances and nurtured by the unleashing of patronage activities on the part of 
the other parties, especially those in the present government. But of course there 
have also been mistakes on our part: we will examine them with our usual rigor 
and will correct then. 


One of these errors is certainly that we have failed to interpret sufficiently the 
needs of the poorer people and that we have failed sufficiently to organize their 
struggle to satisfy them. After the 10 June elections, Berlinguer said, we will carry 
out an overall analysis--place by place and generally--of the causes and objective 
and subjective reasons behind the election results. 


Next the PCI secretary general pointed out the communists! assessment of the other 
parties' election results, based on an analysis of the actual figures--the falsity 
of the "victory" attributed to the minor parties; the failure of the Christian 
Democratic Party's [DC] plan and election objectives and the italian Socialist Party 
disappointing results. 


Within the Italian political framework, Berlinguer continued, the PCI, with over 30 
percent of the vote, is still the decisive force of the workers and popular movement, 
a force with which everybody will have to come to terms--as they will soon realize. 


Regarding government solutions, we communists are more convinced than ever that the 
gravity of It-c‘y's political, economic and social problems demands the formation of 

a national unity government with the PCI's full participation. However, if this 
solution is not accepted--as appears to be the case, on the basis of statements by 

the DC and other parties--we will go into opposition. We will not support any solution 
which excludes us, even if--as is likely--we receive proposals urgingumgs to become 
involved in one way or another in a position of support. We state right now that 

none of these proposals will be acoeptable to us. 
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In opposition amd from the opposition, Berlinguer stressed, we will defend the interests 
of the workers and of the south against every possible attack on the freedom and unity 
of the workers movement and we will fight consistently for a solution which truly meets 
the demands for real renewal, which is what the country needs. 


PCI'S NAPOLITANO EXPLAINS VOTE LOSSES 
ow120946 Hamburg DER SPIEGEL in German 11 Jun 79 pp 146-148 Dw 


[Interview with member of the PCI Secretariat member Giorgio Napolitano--date and place 
of interview not given] 


(Text) DER SPIEGEL: It was in the parliamentary elections on 3 and 4 June that the 
Communist Party of Italy [PCI] for the first time in 33 years failed to increase its 
share in the votes. On the contrary, it lost 1.5 million voters, and the distance be- 
tween it and the strongest party, the Christian Democra‘is, [DC] has increased again. 
What do you have to say about the fact that "Comrade Trend" has failed tne PCI? 


Napolitang; Such a Judgment would be quite superficial. Our party needed 26 years, from 
1946 to 1972, to climb from 20 to 27 percent of the votes. In the 1976 election we gained 
7 percent in one stroke. This supprised even us. In this election we did maintain 
half the increase in votes of that time, with our total being 31 percent. 


DER SPIEGEL: This is a highly palliating interpretation. It sounds as if you were 
Satisfied with the election results. 


Napolitano; Wo, we were not satisfied. But, this time we had to surmount enormous 
difficulties, and no doubt we also made mistakes, 


DER SPIEGEL; What mistakes did you make that so many voters deserted you? 


Napolitano; First of all, we failed to make the "policy of national unity," that is 

to say, the necessary cooperation with the Christian Democrats and three other parties 

in the parliamentary majority adequately clear to the broad masses of voturs, and many things 
were done behind the backs of our comrades. Besides, the Andreotti government procras- 
tinated in instituting certain reforms and by far did not do enough for the underdeve- 

loped south--this neglect partially was blamed on us because we were part of the majority. 


DER SPIEGEL: Do you mean to say that there was some anticommunist campaigning? 
Napolitano; No doubt our loss of votes is also attributable to the fact that critics and 
Opponents completely distorted our policy. Among other things they contended that the 
Communist Trade Union members are too sloppy and tone down the workers! wage demands. 
Thus, many citizens had the wrong impression of our policy. 


DER SPIEGEL: Why was it that the powerful PCI failed to correct this impression? 


Napolitano; We succeeded only partially. It was also because our antagonists unscru- 
pulously used television and radio, especially the private transmitters, to defame us, 
We underrated the influence of the many private radio and television stations, 
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DER SPIEGEL: The PCI losses, the gains by the small bourgeois center parties--does this 
not spell a clear no of the voter for the strategy of the "historical compromise” with 
the Christian Democrats uwhich your party has been seeking for years? 


Napolitano; Unfortunately there are still some misunderstandings about that in the public. 
The historical compromise does not mean that we conclude a government pact with the 
Christian Democrats at all costs and permanently. What matters is to come to terms 

on conerete issues in order to avoid a frontal collision between the workers movement 

of Marxist tendency and the Catholic masses allied with the Christian Democrats. For 

this would jeopardize democracy, as it happened in Chile. 


DER SPIEGEL: Sut many Italians especially young people, are convinced that the policy 
of compromise pursued by the PCI vis-a-vis the Christian Democrats even now has led 
to a regime which curtails che liberal rights. 


Napolitano: ‘This charge was one of the typical lies in the campaign against us. 
The slogans of the repressive, bureaucratic regime led to a point where many 
voted for the small radical party and others did not even go to the polls. 


DER SPIEGEL: Prior to the election the PCI declared; "Either we will be admitted 

to the government or we will join the opposition.” Are you sticking to that-eor would 
the PCI be prepared after all to support a Christian Democrat goverrment again without 
getting a ministerial post? 


Napolitano: We no longer want to stop at half the distance. After all, we had been 
part of the parliamentary majority from March 1978 to the beginning of this year, 
meaning, we }ere neither in opposition nor in government, This was exactly what 
caused great confusion and irked some of our voters, Besides, the attitude of the 
Christian Democrats on this question is highly contradictory. 


JER SPIEGEL: What specifically do you mean by that? 


Napolitano; Leading Christian Democrats again only want a parliamentary majority 

with the PCI, they advocate the preparation of a government program jointly with us. 

Why is it, then, that they do not want to admit us to the government directly? This may 
be explained by the fact, perhaps, that the Christian Democrats do not wish to relinguish 
the executive power and thus the say over public funds, 


DER SPIEGEL: Are you not afraid that in the event of a formal grand coalition between the DC and 
the PCI even more Italians will miss a real opposition and follow protest groups such 
as the radical party? 


Napolitano; I think this danger is smaller than the risk that Italy will not have a 
stable government capable of implementing reforms, Besides, for nearly 30 years clear 
dialectics between majority and opposition prevailed in Rome. In view of the serious 
crisis which our country is undergoing we dee. it this time a grand coalition--such as that 
which once existed in Bonn--for a period of 2 or 3 years, not as a stopgap but as 

a solution, 


DER SPIZGEL: What are the conclusions which the PCI will draw for its work from the 
election failure? 
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Napolitano: Surely we must make a greater effort toward making our strategy more 
comprehensible to the masses and, in particular, to the youth, Perhaps we made some 
mistakes in our attitude toward the socialists, too, We are now discussing this. 


DER SPIEGEL: The paper LA REPUBLICA wrote that the entire Italian left must say 
"mea culpa” after this election and must go to the purgatory for purging for some time... 


Napolitano: The chief eaitor of REPUBLICA who said this obviously ‘thought he was 
Saint Peter himself: once he sends us to the purgatory, another time to hell, Surely, 
we are doing self criticisme«yet we do not withdraw to purgatory to do this, possibly 
just to leave the power monopoly to the Christian Democrats for another 5 years. 


PCI 'DOCUMENT' ASSESSES ELECTION RESULTS 
AU060905 Rome ANSA in English 0810 GMT 6 Jun 79 AU 


{Text ] Rome, 6 June (ANSA)--The Italian Communist Party (PCI) is convinced that the 
only way to pull the coumtry out of its current crisis is ‘he formation of a government 
of democratic unity which includes both parties of the working class, communists and 
socialists, This is the gist of a document the "PCI" released last night at the end of 
@ leadership meeting to assess the Communists’ losses in the Sunday-Monday round of 
legislative elections, 


The "PCI" lost a total of 34 seats in the House an’ Senate races, 


The document also said that "the Chriscian Democrat Party [DC) would take on itself a 
grave responsibility should it stubbornly continue to deny the need for a democratic 
unity government, The "PCI" leadership document added that the party, which in the last 
legislature took part in a goverment majority which gave parliamentary backing to a 
minority Christian Democrat cabinet, “will remain on the opposition” if the government 
formulas contrast with those proposed by the commmists, 


The attempt to impose a return to “conservative policies in Italy is part of a rightwing 
counteroffensive which has been under way for some time in Western European countries” 
and which “has manifested itself in a grave manner in the victory of the Tories in Great 
Britain and in the presidential elections in West Germany", the document added, 


Directorate Document 
LD150943 Milan L'UNITA in Italian 6 June 79 p 1 LD 
[Apparent text of PCI Directorate document on Italy's 3+ June general election results) 


[Text] The PCI Directorate greets and thanks the million of men, women and young people 
who have confirmed their trust or who have voted for the Commmist ticket for the first 
time, The mobilization, commitment and combativeness of the PCI's organizations and 
members throughout Italy and of the communist and independent candidates have been 
extraordinary, in the awareness of the difficulties and danger facing the party, and 
they have enabled the PCI's essential force and its role as @ major workers and people's 
party to be confirmed, The PCI Directorate thanks everyone for this generous effort 
and urgently appeals to all organizations, members, leaders and candidates to step uw 
their propaganda, contact and persuasion work among the electorate again over the next 
few days with a view to the European elections, and in Sardina for the regional elections, 
{paragraph continues ] 
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Following the 5—<+ Jume results these must be tse first opportunities to consolidate and 
extend the party's strength and vigorously and determinedly to resume our democratic 
battle, Among other things, we must insure that the voters! participation in the elections 
for the European Parliament is as broad as possible, surmounting all dismissive or 
indifferent attitudes, In these few days we must devote all our energies to insuring 

that the importance of these elections is fully understood by the broadest masses of people. 


Having decided on the measures needed to insure the party's mobilization and commitment 
over the nx* few days, the PCI Directorate has carried out an initial examination of 
the 54+ Jume election results, Our party has suffered a considerable setback since 

20 June 1976, The entire party must carry out an examination of and a critical refiect- 
tion on these results, vigorously and thoroughly, in order to identify the political 
reasons anc working problems underlaying the general difficulties and even differentia- 
tions which emerged among the various areas of the coumtry and among the various social 
strata in te 356 June voting, Particular attention must be paid to the questions 
raised by the worrisome results in some southern areas and in certain major urban centers, 
especially regarding the poorer and more wmiderprivileged strata and also among the 
younger generations, 


The PCI's strencth and role have emerged considerably confirmed from this difficult test, 
with 31,5 of the Senate votes and 30,4 of the Lower House votes, This result seems all 
the more significant in view of the fact that over the past 5 years and during the 
elections campaign our party has been subjected to a@ relentless and ruthless attuck 

from various sides to distort our line and conduct, to erode our relations with the 
masses and to obstruct the process of reform and democratic renewal with a game involving 
resistance, disassociation and abandonment, Even problems of great and ‘r-watic national 
importance, such as the upsurge of subversion and terrorism, have been used, primarily 
by the DC, with grave irresponsibility, in the attempt to hit the PCI, The leftwing 
forces’ overall results were affected by the absence of a wnitary stance and a joint 
commitment on the part of the PCI and the Italian Socialist Party in disputing the 
objectives of the Conservative forces and the DC, Wevertheless, the attempt to 
completely alter the balance of forces and to deal a blow to the workers and working masses, 
to bring about a rightwing shift in the political situation, has not succeeded, The IC 
failed to improve on its previous election results and has therefore failed to achieve 
an advance which would reintroduce it as the arbiter of all Italian political life, as 
was its aim in the early dissolution of Parliament, 


The attempt to impose a return to conservative policies in Italy and to push back the 
working class is part of a rightwing counteroffensive which has been under way in the 
West European countries for some time and which has been manifested in a worrisome 
mammer in the conservative party's victory tn Britain and in the election of the FRG 
president, Hence too stems the greic political importance of the European parliamentary 
elections, Some very important problems of European policy are at stake, ranging from 
agriculture to industrfal reconstruction, from energy to the reestablishment of an 
equilibrium in the more backward areas, from jobs for young people to the defense of 
emigres, from the protection of nature and the environment to the need to improve the 
quality of life, These are problems which have been aggravated in recent yeavs by 
mistaken policies, such as those pursued by the EEC to favor the interests of the major 
industrial and financial centers and of the strongest states e«<policies which have, 
partly also through the fault of the Italian governments ar the IC, damaged basic 
national interests, especially as regards the south of Italy and agriculture, 
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The main issue et stake is the outlook for democratic development in this part of the 
world end the role which Western Europe can and must pley in the detente process snd 
in supporting underdeveloped countries. In view of the Cangerous conservative counter- 
offensive, cooperation and conmvergerce smorg the Europesr. leftwing forces seems more 
essentisl then ever. Strong representation for the Cor-cunist deputies end leftwirg 
intependents in the European Parliament is a gusrantee of the constant defense of 
tealv's interests, of an impetus for the democratic renewal of an sutonomous end 
independent EEC and of its new role of peace and detente in the world and of the unity 
of the European leftwing forces. 


With regard to [tely's political and s»scial prospects, the PCI Directorate stresses 

the continuing gravity of the present situation end the need for s thorough tesk of 
change. The question of trade union contracts is still umresolved end must be concluded 
quickly--and the Communists will give their full amd combstive support to this em. 
There ere certain pressing end dramatic problems which demand thorough chances: 
terrorism, unemployment, ‘the south, There is s deep socisl and moral unease smong pert 
of the younger generstion and of the masses and our party must respond to this 

wit. erest politicsel and moral intensify and with s strong and specific initiative, 

The Comeunists will combat every attempt to conservative regression, to keep the way 
open to democratic renewal ana to sccess for the workers movement as a whole to the 
country's politicel lesdership. The Communists sre more convinced then ever thst in 
order to extricste the country from the crisis there must be @ government of democratic 
unity comprising both parties of the workers movement. The i> would be taking on s 
grave responsibility if it persisted in denying this need. As far as any other possible 
solutions are concerned, the PCI wili remain in opposition end will always bear in 

mind the interests of the workers and the country, continue work for the unity of the 
leftwing forces and the democratic forces and struggle, inliaison with the peoples 

and workers masses, to sdvance 8 new policy of socisl reforms, of Justice and of 
democratic order. 


BRIEFS 


ITALIAN CONSULATE IN LENINGRAD--Giuseppe Maccotts, the Italian embaessedor to the Soviet 
Union, formally opened our country's consulete in Leningrad, The new diplomatic office 
has been operating in fact since last February end was opened on the besis of the 
agreement reached during Andreotti's visit to Moscow in October 1972, [Text] [Rome 
Domestic Service in Itselian 1600 GMT 7 Jun 79 LD] 
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SENATE PLENUM HELD ON TERRORIST ACTIVITIES 
1D131522 Madrid Domestic Service in Spanish 1300 GMT 13 Jun 79 LD 
[Dispatch from the Senate] 


[Text] The Senate this morning approved the establisitment of = special cemmission of 
inquiry inte the public order situstion and terrorist activities. It also reqrested 
that the govermment appear inthe Chamber to explain its policy on public order, the 
security of the citizen and the fight against terrorism. Both these proposals were 
passed unanimously. [passage indistinct] 


The Senate plenum was attended by Interior Minister Ibanez Freire, wio received full supe 
port for his mission in the struggle against terrorism. The minister of the interior 
expressed his satisfaction with the unanimtiy of the Chamber on this subject and said 
that although terrorism will contime, it will not achieve its objective of preventing 
the consolidation of democracy, the development of the Constituticn ani the passing of 
the statutes of autonomy. 





From the many speeches made this morning special emphasis perhaps should be given to the 
speech by Basque Nationalist Party Senator Zavala, who said: Euskadi is at this moment 
passing through the most serious situation of recent times. The Basque people have 
reached such a position that it is vacillating between hope in the pelitical path and 
the skepticism and despair that the political paths have only produced so far. After 
stressing the need to create a native police force to solve the problem of public order 
in the Basque country, Zavala concluded: There is still time. But this time may go by 
with nothing being done, as has so often happened, And I hope Ghat it is not too late 
amd that we shall soon see this new policy on the subject of pablic order implemented 
We are not here, he added, (?in this Chamber) [words indistinct] and violent opposition, 
but on the contrary, with our hands outstretched as a sign of peace and solidarity;. 


NAVARRE GOVERNOR BANS BASQUE NATIONAL ASSEMBLY MEETING 
LD131430 Madrid in Spanish to Burope 1030 GMT 13 Jun 79 WD 


[Text] In view of the present situation in the Basque country, the civil governor of 
Navarre has banned the Basque National Assembly, due to be held next Sunday in a cinems 
in Pamplona, as well as the meeting arranged to be held in the Pamplona bullring in 
which a11 theleaders of Herri Batasuna were to take part. 


The reasons given for this rest in the fact that officials have learned of a document 
written by Herri Batasuna and circulated in the press, which is intended to serve as the 
basis for discussion on the popular statute for Basque autonomy advocated by this 
patriotic coalition, the contents of which are anticonstitutional. 


The civil governor of Navarre also maintains that there are good grounds for believing 
that there may be street clashes and other violent actions, and it is the particular 
ami unavoidable job of the civil governor to keep watch on civic security within the 
context of freedom ard democracy and limit any action which attacks this security. 


Por its part, Herri Batasuna has expressed its disagreement with these measures, *~ rasizing 
that it considers them to be a declaration of war. 
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FIKLAND 
ROK'S SIN HYON-HWAK ARRIVES FOR 4-DAY VISIT 
LD131828 Helsinki Domestic Service in Finnish 1700 GMT 13 Jun 79 LD 


[Text] ROK Deputy Prime Minister Sin Hyon-hwak srrived on s 4-dsy visit to Finlend 
today st the invitetion of Foreign Minister Pssvo Vayrynen, Sin, who is minister of 
ecomomic planning, will att the meeting of the Finnish-Koresan economic cooperation 
committee to be held in Helsinki during his visit. The president of the republic will 
receive Sin st Tamminiemi [president's residence] tomrrow, Sin will slso meet Foreign 
Trede Minister Esko Rekols and Prime Minister Meuno Koivisto tomorrow. In *édition 
to sttending the meeting of the cooperstion committee, Sin will see oil refining st 
Sxoelavik end the Finnish cable industry et Kirkkornum:i. 


NORWAY 
GOVERNMENT RECOMMENDS RENEWAL OF GRAY ZONE ACCORD 
LD112351 Oslo APTENPOSTEN in Norwegian 2 Jun 79 p 8 LD 
[NTB report: "'Gray Zone' Treaty Renewed”) 


[Text] The government has recommended the renewal of the Gray Zone agreement in the 
Berents Sea. Foreign Minister Knut Prydenlund seys that the circumstences which meade 
the interim sgreement on this disputed sres necessary have not changed and the govern- 
ment has therefore recommended the prolongstion of the agreement, which expires 

30 June. 


The foreign minister reports that there has been no clarification concerning the 
establishment of s 200-mile economic zone sround Jan Mayen Island. Wo timetable for 
such @ step from the Norwegien side has been iixed, 


— 
MX DECISION IS PART OF ‘HIGH PRICE' POR SALT II 
LD131151 Stockholm DAGENS NYHETER in Swedish 10 Jun 79 p 2 LD 
["OS" editoriel: “High Price for SALT” ] 


(Text) The armament mania obeys its own lews, To have @ chame of getting the American 
Serate to approve the new agreement on strategic arms limitation, SALT II, President 
Jimmy Carter has to demonstrate that the United States is ready to invest enormous new 
sums in mess destruction devices, 


Certein features of the American debete give one the impression thet the United Stetes 
is being deceived ond left behind by » fiercely armed Soviet Union, It is true that 
afta @ yeer of depressingly intensive efforts, the Soviet Union is using » erester 
quantity of fissionable material in its weapon carriers--on paper; but the United States, 
which up to now has not troubled to invest in gient missiles, is still sheed in 

edverced technology and the number of warheeds. 


During his presidency, Carter has stopped work on a new B-l bomber for nuclesr war. He 
hes so fer stopped short of the final step of equipping American troops with neutron 
warheeds es well, 
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Put the United Stetes has comtinue’ the development of the cruise missile syst2z, 
wouslly compere’ with low-flying uircraft. “ne first exemples of the new Trident 
meviesar submsrine have been leuncned, end now the Los Angeles-cless stteck submsrine 
is om the way, designed to treck down emi destroy Soviet vespon-cerrying submarines, 
for exemple, in the Berents Ses. 


As has recentiy been evident from the debdste presently being com@ucted or DAGENS 
NYHETER's culture page, U.5. efforts to find methods of destroying Soviet subcsrines 
represent one of the most worrying festures of today's srms picture. The delence of 
terror assumes superpower confidence that important parts of their ruclesar vespon 
systems could survive s lerge-scele first strike from the other side. These are the 
distorted terms in which the igh commands, in fect, discuss the expending of huxsn 
life end the ruin of s whole culture, 


An exemple of ‘his foolhardiness is the American anxiety t tre entire current lend 
besed Minutemen missiles could be wiped out st some time in the .950's by 9 surprise 
Soviet eatteck, it ts suddenly completely forgotten that the United Stetes, even by 
this bicerre calculation, would heve submserines and sircraft equipped with nuclesr 
weapons left with which to retseliste. 


As “ar as both the threstened Soviet submerines end the threstened American Miry.tenen 
missiles sre concerned, the discussion is purely theoretical, without eny besis what- 
soever ins reslity full of depressions, uncertsinties, end completely unforeseen wer 
festors. But the most serious problem is that stetesmen, scientists, end genersls 
sometimes actuslly believe in their own ghostly spperitions, 


In the United States, President Carter is trying to resssure the openly irriteted or 
commercially smxious hawks by promising that pert of the Minutemen ersenal will be 
repleced by the new heavy MX nuclear weapon cerrier. ‘he intention is to create « 
mobile, amd therebdy,st least in theory, less vulnerable system, Each M will be 
equipped with 10 nuclear warheeds; totel 2000. In its turn, the Soviet Union will feel 
its lend-based nuclear weapons more exposed than before, end the United States hes not 
exactly made an effort toe create @ good stmosphere for the summit meeting with 
Brezhnev ina few days’ ‘ime, 


Por the moment, Carter is dismissing this--the first aim is to secure American 
recognition of SALT Ii, bBwt it is @ high price that he is ready to pay, economically 
and peychologicelly. ‘wus SALT Ii will heave e more bitter teste, 

VIGGEN CRASHES BECOMING ‘SERIOUS PROBLEM’ IW AIR PORCE 

LD121527 Stockholm DAGENS NYHETER in Swedish 26 May 79 p 7 LD 


[Bo G. Andersson report: “Air Poree Chief: ‘The Viggen Does Not “ome Up to 
Expectations”) 


(Excerpts) “The Viggen hes not come up to our expectetions, If the number of aircraft 
ereshes does not decrease in number we cannot meintein full Viggen divisions in the 
future,” Air Poree Chief Dick Stenberg told DAGENS NYHETER. It is the first time thet 
the sir force commend has come out end declared that the numerous sirereft creshes 

are ® serious problem, 
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A study of the crashes in the Swedish Air Force makes gloomy reading. About 400 pilots 
have been killed since 1950 and 580 sircraft have been wrecked, Since May last year 
the number of faetel accidents has increased drastically: twelve aircraft have crashed; 
nine pilots have been killed, hat is double compared with the yearly average over 

the period 1972-78. The aircraft were six Viggens, three Drakens, two SK-6l's and 

one SK-50. 


Only a few years ago the air force command wrote in the newspaper AIR FORCE NEWS 
[FLYGVAPEN NYTT] that the situation as far as air crashes were concerned was 
satisfactory and gave no cause for alarm. 


Now Air Force Chief Lt Gen Dick Stenberg evidently sees the crashes in @ more serious 
light. He now says: When we ordered the Viggen we did not anticipate so many crashes, 
but we believe that the problem is of a temporary nature. The Viggen is still a new 
aircraft. The old types of aircraft also had big problems at the beginning, Never- 
theless I oppose the plans which exist to abolish flight safety officers. They should 
be replaced centrally within the eir force,” Dick Stenberg says. 


The numerous aircraft creshes are now becoming a question for the Riksdag. Today Hans 
Lindbled (Liberal Party) is taking up the question in a statement to Defense Minister 
Lars De Geer, (Liberal Party) "Flight safety work must be increased. ‘There are now 
less resources and it is very serious," Hans Lindblad says. 


DEFENSE MINISTER ON VIGGEN CRASHES, NATO FLIGHTS 
LD121529 Stockholm DAGENS NYHETER in Swedish 27 May 79 p 6 LD 


[Excerpts] Air crashes must be substantially reduced, The frequency in question of the 
number of pilots killed and the number of aircraft lost is unacceptebly high, Defense 
Minister Lars De Geer said this on Saturday in the Riksdag in answer to a question on 
flight safety work from Hans Lindbled (Liberal Party). The defense minister promised 

to invite the personnel organizations concerned to a conference on the question of 
flight safety. 


Lindblad also reacted against the fact that no flight safety courses have been organized 
for divisional safety representatives in the last 5 years, He also wondered what the 
defense minister intends to do to prevent a continued high attrition rate o. militerily 
trained pilots to civil aviation, "Resources are being wasted, The loss of experienced 
pilots means that knowledge is disappearing from defense and it could be difficult to 
find competent divisional chiefs," Lindblad thinks, 


NATO Training: 


The fact that NATO Air Force aircraft are being tested in Norrbotten cannot be 
considered to mean problems from the point of view of neutrality. Defense Minister Lars 
De Geer explained this when the NATO Alpha jet aircraft was brought up again in the 
Riksdeg during Saturday's question hour, 


De Geer referred to his previous statement that the government should revise the 
procedures forissuing of permits for similar tests in the future, 
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CHANCELLOR HOWE PRESENTS NEW GOVERNMENT BUDGET 


{"Text" of budget speech made by Chancellor Sir Geoffrey Howe on 12 June in Londonee 
Quotation marks as published] 


{(Text] “It is a little over five years since my predecessor, the rt. hon. member for 
Leeds, East, rose at this despatch box to present his first budget. Like me, he did so 
within a very few weeks ofhis party's success at a general election. In compressing 
the huge and complex process of budgetemaking into so short a time, he faced-eas I have 
done--a formidable task, 


| 
| 
1D130923 Londor THE FINANCIAL TIMES in English 13 Jun 79 pp 18, 19 LD 


"{ have received unstinting support not just from my fellow treasury ministers but from 
many people, of every rank, within the treasury and the two revenue departments. But 
for their willingness to work far beyond the call of duty it would scarcely have been 
possible for me to present this budget at all. 


"So I gladly echo my predecessor in acknowledging this assistance with a very real sense 
of gratitude. 


"I echo him too in saying that I approach my taskeeand I assure the House that I quote 
his very wordse-!in a mood of humility and trepidation.! 


"I say that not just because of the novelty of the experience--although that is dauhting 
enoughe-but much more because of my sense of dismay at the disturbing familiarity of the 
occasion from the point of view of almost everybody else, 


"For, as the House will recall, this is the fourth budget in the last 15 yem’s to be 
introduced by a new chancellor in a new government. The late Ian MacLeod, alas, did 
not live long enough to be included in this series. Before me there was, in 1964, the 
present leader of the opposition; in 1970, my noble friend, Lord Barber; and in 1974, 
the rt. hon. gentleman, the member for Leeds, East. 


"The depressingly familiar feature of the first budget speech of each of these three 
predecessors is that every one of them found cause to complain, with more or less justice, 
about the disagreeable nature of the economic estate that had come his way, 


"The House will understand, in light of the most recent evidence about inflationary 
trends, monetary growth, government borrowing and the deteriorating trade balance-«not 
to mention the postedated cheques for public sector pay that I found on arrival at the 
treasury--that I am in no position to discontinue that tradition. 


Inflation Back on the Rise 


"For so many other facts tell the same story. Consumer spending rose last year, in 
percentage terms, by seven times as much as manufacturing output. We actually manufactured 
4 per cent less goods in 1978 than in 1973. But the volume of manufactured imports went 

up by 13-1/2 per cent. Though demand was rising strongly, and unemployment remained high, 
the economy was almost unable *o increase supply. 


"The current account of the balance of payments was barely in surplus last year, despite 
a massive contribution of 3-1/2 billion pounds sterling from North Sea oil and gas. And 
well before the last administration left office, inflation was back on a rising trend. 
Although many price increases had been held behind the general election dam, the rate of 
inflation in the six months to Aprile-excluding seasonal foods--was running at no less 
than 12.3 per cent at an annual rate, 
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"On that form and on the policies which brought it about, there is little reason to 
expect any improvement in the future. Productivity is rising less than half as fast as 
in the early 1970's. And there is no sign of any change for the better there. 


"Last year's growth in demand could never have been sustained. For, as the trade figures 
make clear, it was largely met from imports. This is the main reason why the recent 
fall in unemployment was, in any event, likely to be reversed. 


"It would be easy to conclude that these difficulties are all the fault of the last 
administration. And certainly the party opposite bears a heavy responsibility. Labour 
governments have, after all, been in office for 11 of the last 15 years. Even sv., I 
want to consider our problems in an even longer perspective. 


Threat of Decline 


"Only a quarter of a century ago--within the memory of almost every member of this ‘ouse-- 
the people of the United Kingdom enjoyed higher living standards than the citizens of 

any of the larger countries of Europe. Among the free nations of the world, Britain 

was then second only to the United States in economic strengtii. 


"Not so today. For example, France and Germany's combined share of world trade in manu- 
factured goods, which in 1954 was almost the same as Britain's alone, is now more than three 
times as large as ours. The French people now produce half as much again as we do. The 
Germans produce more than twice as much. And they are moving further ahead all the time. 


"There has, of course, been plenty to say in mitigation of these developments. At least 
until recently, we have been able to claim a good record in most of those things that can 
be summed up in the phrase 'the quality of life.‘ But in the last few years, the hard 
facts of our relative decline have become increasingly plain. And the threat of absolute 
decline has gradually become very real. 


"That is not a prospect I am prepared to accept. Nor, I believe, are the British people. 
They realise that we cannot for ever go on awoiding difficult choices in the fatal, and 
increasingly futile, quest for easy solutions. 


Dangerous Preoccupation 


"Naturally, as inhabitants of a country that has always been deeply involved in the inter- 
national economy, we pay a great deal of attention to events outside our own country. 


"But it would be very dangerous if preoccupation with this or that 'world crisis!--'the 
oil crisis,' 'the dollar crisis,' or whatever--led us to believe that our economic 
troubles could be blamed mainly on the outside world. 


"The truth is that our troubles are very largely home-made. If we tackle them ourselves, 
then we can pull our own economy round, even in a world of slow growth. If we do nothing 
to change course, then nothing that happens beyond these shores can help us. 


"As it happens, the international environment is unlikely to give us any comfort in the 
years immediately ahead. Oil prices are now, on average, about 32 percent higher than 
six months ago. This is one reas~n why growth in most countries is likely to be signifi- 
cantly lower than in 1978. So we clearly now need to do more about both conservation and 
supply of energy. For that reason, it will be an important subject for discussion at the 
next meeting of the European Council, and at the economic summit in Tokyo at the end of 
this month. In this disturbed situation, the European Community can, and should, be a 
source of stability and of strength for its members, In one important area, however, 
present EEC policies are seriously hindering our efforts to help ourselves. 
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"The United Kingdom and Italy, which are among the poorer members of the Community, 
are transferring substantial resources to richer member states, chiefly through the 
Community budget. 


"We have already made it very clear to our partners that this cannot be allowed to con- 
tinue. It is plainly unfair. And it is against the interests of the Community itself. 
We shall continue to press for an agreement which meets our case. 


"But, I repeat, progress internationally, whether on energy policy or within the 
Community, will not cure the deep-seated weaknesses of our own domestic economy. 


North Sea Oil Warning 


"Nor will North Sea oil. Growing production will certainly put us in 2 better position 
than other countries, without oil of their own. But it must not be allowed to conceal 

the grim truth about what has been happening to ‘che balance of our own trade, particularly 
in manufactured goods. 


"North Sea oil will itself do nothing to solve the problems on the supply side of our eco- 
nomy. Wor will it check inflation. Indeed, in some respects it may actually make matters 
worse, unless we correct some other aspects of policy which are at present working in the 
wrong direction. 


"So we find ourselves, yet again, asking the question: How are we to check, and then re» 
verse, the long decline? In particular, what can we, here in this House of Commons, do 
about it’ 


"We do well to begin, I suggest, by acknowledging that there is a definite limit to our ca- 
pacity, as politicians, to influence these things for the better. I suspect that that view 
is much more widely accepteau outside this place than it is within. 


"I do not mean to be unkind to my predecessor when I invite the House, for a moment, to con- 
sider his experience. The government of which he was a prominent member consistently be- 
haved as if it was possible for government to manage, indeed to plan, the economy, so as to 
promote efficiency and growth. The rt. hon. gentleman, member for Leeds, East, did this 
with notable enthusiasm. For in five years of office he introduced no less than 15 budgets 
and economic "packages," and financed a wide range of policies in the name of "the regenera- 
tion of industry." 


"But, at the end of five years, he must ask himself, to what avail? Has the industrial 
strate.y, as he conceived it, really transformed the outlook for British industry? Are we 
not driven to the conclusion that the notions of demand management, expanding public spend- 
ing and 'fine tuning' of the economy, have now been tested almost to destruction? 


"'We used to think that you could just spend your way out of a recession and increase em- 
ployment by cutting taxes and boosting government spending. I tell you, in all candour,! 
said the rt. hon. gentleman, 'that that option no longer exists...! 


"The rt. hon. gentleman, the member for Leeds, East, has, in the event, been proclaiming the 
same conclusion. For he has thoroughly asserted the importance of monetary policy. He 
rightly began the practice of setting money supply targets. And he claimed to make his public 
spending plans accordingly. This means that I am able to approach my task this afternoon on 
this one, crucially important, piece of common ground: that the poor performance of the 
British economy in recent years has not been due to a shortage of demand. We are suffering 
from a growing series of failures on the supply side of the economy. 
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Innovation Discouraged 


"It is our belief that many of these failures are themselves the result of actions and 
interventions by government itself: laws that stand in the way of change and stifle 
enterprise; and, as important as anything, a structure of taxation that might have been 
designed to discourage innovation and punish success. 


"of course, there are many other causes of our decline, That is not in dispute. But 
we believe that it is more sensible for government to make those beneficient changes 
that are undoubtedly within its power than to preach the need for changes that will 
lie well beyond its authority. Certainly, improvement remains unlikely unless we are 
prepared to change the laws and taxes to which I have referred, 


"This is why the British people are convinced, as we believe, that it is time for a 
new beginning. So, our strategy to check Britain's long-term economic decline, which 
has gathered pace in the last five years, is based on four principles. 


"We need to strengthen incentives, by allowing people to keep more of what they earn, so 
that hard work, talent and ability are properly rewarded. 


"We need to enlarge freedom of choice for the individual by reducing the role of the 
state. 


"We need to reduce the burden of financing the public sector, so as to leave room for 
commerce and industry to prosper. 


"and we need to ensure, so far as possible, that those who take part in collective 
bargaining understand the consequences of their actions--for that is the way to promote 
a proper sense of responsibility. 


"These are simple principles. But they require substantial change in the way in which 
our economy is allowed to work. 


"The tax changes I shall propose today will be only the first step. They will take us 
a long way in the right direction. 


"But they will not themselves be enough unless we also squeeze inflation out of the system, 
It is crucially important to re-establish sound money. We intend to achieve this through 
firm monetary discipline and fiscal policies consistent with it, including strict control 
over public expenditure. 


Pay Linked to Inflation 


"Financial responsibility on the part of government mist be supported by responsibility 
elsewhere. People must understand and accept that the only basis for real increases in 
wages and salaries is an increase in national production. Higher pay without higher 
productivity can only lead to higher inflation and unemployment. 


"It is important for this to be fully understood by all those involved in wage negotia- 
tion. We shall be more than willing to consider better methods of ensuring that it is. 
Given the monetary and fiscal policies to which we are firmly committed, irresponsibility 
is bound, as I have said, to threaten jobs. This indeed is the clear evidence of recent 
history, most plainly in the private sector, Responsible bargaining necessarily means 
different kinds of firms and industry. But on both sides of the table certain limitations 
must be rcorognised: In the public sector, what the rate payer and tax payer can afford; 
in industry, what the customer ts prepared to pay, what the firm needs to invest, and what the 


pressure of competition demands; and, throughout the economy, the limits imposed by the need to 
control the money supply. As Ihave already observed, my predecessor was undoubtedly right to 
adopt a system of monetary targets. But his other policies were seldom consistent with his own 


Rs OT objectives. 
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Savage Private Sector Squeeze 


"Thus, although monetary growth in 1978-?9 as a whole was Just within the target range 
of 8-12 per cent, it was growing in the second half of the year at an annual rate of 


almost 13 per cent. 


"Moreover, the May figures, now becoming available, indicate that the underlying growth 
is still above the top of the range and, if anything, accelerating. Ome cause of this 
has been the alarming rate of central government borrowing: 2-1/2 billion pounds in 
April and May alone. 


"It is now clear that the public expenditure policies which we inherited would have made 
it quite impossible to meet the rt. hon. gentleman*s 8<12 per cent target without a 
further savage squeeze on the private sector, involving not just higher interest rates 
but a sharp increase in the total tax burden as well. 


"Not for the first time, the levels of public spending and borrowing which he permitted 
were far too high to be compatible with his own monetary targets. 


"Reluctantly, I shall myself be ob’iged to take p*inful action to correct that mistake. 


"We are committed to the progressive reduction of the rate of growth of the money supply. 
I therefore intend, despite the discouraging back-cloth and as the first step in this 
process, to reduce the target range for the remainder of his year, 1979-80. 


"The new target range, to apply to the growth of sterling M3 in the LO months to the 
banking make-up day in April 1980, will be an annual rate of 7 percent-ell per cent. I 
will roll the target forward by six months in the autumn, 


"Equally important, I intend to improve the way in which the monetary target is achieved, 
We need to rely less on curbing the private sector, and put more emphasis on fiscal 
restraint and economy by the public sector, This requires, as a first step, a significant 
reduction in the public sector borrowing requirement from the figure of around 10 billion 
pounds that it would otherwise have reached this year. 


"There are, however, limits to what can be done in the budget, with two and a half months 
of the financial year already passed, to curtail the scale of public spending in the 
current year. ‘This is indeed a severe handicap. 


MLR Increased to 14 Per Cent 


"I intend, even vo, to reduce the public sector's financial needs enough to make it possible 
to achieve my monetary target with less restraint on the public sector. 


"But the fiscal measures which I am announcing today must inevitably take time to take 
effect. They cannot immediately reduce the seriously excessive monetary growth that 
we have inherited. 


"Particularly given the continuing surge in bank lending, I have concluded that there 

is no option but to act directly to reduce that growth. It is not enough to speak of 

the importance of monetary policy, unless one is prepared to carry one's words into 
practice, The Bank of England is accordingly rolling forward the supplementary deposit 
scheme, or 'corset!, by three months on the existing basis, In addition, the banks are 
announcing this afternoon, an increase in their minimum lending rate by 2 per cent to 14 
per cent, I must make it very plain to the House that the necessity for this action ranks 
alongside the trade figures as entirely characteristic of the legacy of the last adminis- 
tration. I return now to consider the right size of the public sector borrowing require- 
ment in the current year, As my predessor found to his cost, this is a fickle and 
elusive statistic. 
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"That is why I offer my Judgment of the scale of govermment borrowing in 1979-1980 with 
a degree of caution. Having said that, by best estimate is that the changes in taxation 
and public expenditure which I am announcing today will be sufficient to reduce the PSBR 
to 8 1/% billion pounds sterlinginthecurrent year, as compared with the outturn of 9 1/4 


billion pounds sterling for 1978-79. 


"As a percentage of GDP, that will represent a reduction from over 5 1/2 percent last year 
to under 4 1,2 per cent inthe current year. The public sector deficit will also fall from 
& 1/2 to 3-3/4 per cent of GDP. ‘These are important steps in the right direction. I intend 
to continue along this path in the years ahead. 


"It will no doubt be argued by some--althougi I do not think it can be so argued by my 
predecessor--that fiscal action to bring down the PSBR to the figure I have mentioned is 
unduly severe. And indeed the conventional forecasting arithmetic, which, in accordance 
with custom and statute, I am publishing in the financial statement, does suggest that 
the economy will show no growth in the period immediately ahead. 


"But this prospect, in so far as it can be viewed as a reliable prediction--which itself is 
open to doubt--cannot be taken to mean that the budget is, in the traditional language of 
neo-Keynesian economists, perversel, contractionary. 


"To make this claim is to argue that an alternative course of fiscal policy would produce 
more growth and more employment. I believe this argument to be profoundly wrong. 


"To aim at a significantly higher public sector borrowing requirement--in other words to 
ease the stance of fiscal policy--would serve only to fuel the fire of inflation. In the 
end, we should have less growth, less employment, and even higher prices. 


"Even the leader of the opposition must accept that, if he remembers what he said at Black- 
pool, nearly three years ago. It follows that any decline in economic activity which might, 
on a narrow view, be attributed to this budget will be essentially the cons quence of the 
economic situation which has made such measures inevitable, while iuflat‘~. is being brought 
under firm control. 


"I come now to my proposals. I propose to deal first with the question of exchange control. 


"Sterling is at present relatively strong, and I expect it to remain so. This strength 
flows partly from the realisation that, as a result of North Sea oil, the UK is better 
placed than most of our competitors to deal with present world oil problems. 


Exchange Flexibility 


"Moreover, our fiscal and monetary policies should maintain confidence in the currency. 
This is, therefore, an appropriate time to start dismantling our apparatus of controls on 
outward capital flows. Our present regime is more restrictive than that of any other 
major industrialised country. 


"There is an overwhelming case, in this context as in others, for giving both companies 
and individuals wider freedom of choice. This should reduce the distortions and costs 
which controls are bound to impose on economic decisions. These costs bear particularly 
heavy on smaller companies. 


"We intend to move one step at a time. In this initial stage, the emphasis will be on 
direct investment overseas. Details are being made available in the vote office. 
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"The main relaxation will be to make official excharzz, to the extent of 5 million 
pounds sterling per project per year, freely available or new outward direct investment. 
This should allow the majority of UK firms who invest overseas all the sterling finance 
they are likely to want, 


"The twoethirds rulw, which restricts the re-investment of profits earned overseas, 
will be abolished, This greater freedom in the financing of direct investment abroad 
does not, as is sometimes feared, threaten jobs in the United Kingdom, 


"The weight of evidence is that overseas investment generally strengthens our position 
in world export markets to the benefit of output and jobs in this country, Moreover, 
additional investment overseas today will yield an income that will stand us in good 
stead when the overseas earnings from North Sea oil begin to decline, 


"During the sterling crisis of 1976, the last government stopped the use of sterling 
to finance third country trade, This restriction has placed British merchants at a 
disadvantage in international business and I am taking the opportunity to restore the 
facility to them as soon as the details can be worked out, 


"I have also decided that there should be some immediate easement of the controls 
affecting individuals, I am, therefore, making significant relaxations in the rules 
concerning travel and emigration allowances, overseas property, and cash gifts and 
payments to dependents, 


Portfolio Investment 


"In the field of portfolio investment, I am taking two modest steps at this stage, I 
am abolishing the requirement to maintain 115 percent cover for overseas portfolios 
financed by foreign currency borrowing, and official exchange will henceforth be 
available for meeting interest payments on such borrowing, The 1975 controls on gold 
coins will also be abolished, 


As the house knows, the liberalization of exchange controls is one of our obligations 
under the EEC treaty, I have accordingly discussed with the commission the decisions I 
am announcing today, 


"As time goes by, I intend to take further steps in the progressive dismantling of 
exchange control, The pace of relaxation will obviously be influenced by ster .ing's 
strength as well as by the speed with which we can solve the economic problems that 
face us, 


"In our external policy we have also to take account of our official external debts, 
These at present amount to $22 billioneea massive increase on the $8 billion which the 
previous government inherited in 1974, 


"It is our intention to reduce this burden of ex.ernal debt substantially during the 
life of this parliament, 


Improving the Public Services 


"In order to reduce the borrowing requirement and the burden of direct taxation we 
must make savings in public spending and roll back the boundaries of the public sector, 
We are totally committed to improving standards in the public services, but that can 
only be achieved if the economy is strong, So that will be our first priority, 
Finance must determine expenditure, not expenditure finance, Substantial reductions in 
expenditure can and will be made in the remainder of this financial year, 


"Pirst, as I made clear three weeks ago, we shall not raise the cash limits to cover 
prices higher than those provided for in the cash limits originally published for this 
year, 
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on pay in the public services, while we will honour the commitments to the universities 
and the health authorities entered upon by our predecessors, in general we will limit 
the adjustment of the cash limits so that substantial offsetting economies will have 
to be found, 


"The need for substantial economies applies equally to local authority expenditure, 
where the government's contribution is made through the rate support grant, As I said 
*hree weeks ago, we shall take account of pay settlements in calculating the increase 
orders for the rate support grant, but we shall me a significant across-the-board 
reduction from the total so calculated, 


"I cam now tell the house that the reduction will be 500 million pounds for England 

oui Wales and 55 million pounds for Scotland, out of total rate support grant expenditure 
of about 9 billion pounds, These figures may have to be increased when we mow the 

cust of further pay increases and will be finally determined in November, before the 
increase orders are made, In coming to this decision, a major factor has been how much 
in present circumstances it is reasonable for the taxpayer to contribute, 


"The cash limits on departments and fringe bodies are being set to ensure that economies 
of 3 percent are achieved on manpower costs this year, as amnounced by my honourable 
friend, the minister of state in the Civil Service Department, 


"I estimate that this cash limits policy will reduce the volume of planned expenditure 
by about 1 billion pounds at 1979 survey prices, 


Job Subsidy Reduced 


"On top of these reductions from the policy on cash limits, my rt. hon. and hon, friends 
have received the plans for their departments and the nationalised industries and bave 
identified further specific reductions which are being made this year, The changes are 
listed in a notice to be issued by the treasury today, and available in the vote office, 
Further details will be given by the ministers concerned, But the House will want to 
know where the main reductions will be made, All figures are at 1979 survey prices, 


We are making an immediate start in reducing expenditure on industrial and employment 
Subsidies, By rt. hon, friend, the secretary of state for industry, is cutting 

expendi ‘ure on industrial support this year by 210 million pounds, This will come 
mainly out of the provision for new projects by the Department of Industry and by the 
National Enterprise Board, and by imposition of a delay of four months in payments of 
approved claims for regional development grants, Support from the ernployment programmes 
is to be concentrated on the areas where unemployment is highest, Savings of over 170 
million pounds will be made in these programmes this year, 


"In the area for which my rt, hon, friend the secretary of state for energy is responsible, 
savings of over $320 million are being made this year in the finance for BNOC and the 
electricity, gas and coal industries, The industries have been asked to avoid so far 

as possible increases in fuel charges beyond those required to meet the cash limits 
announced by the previous government, 


"My rt, hon, friend, the secretary of state for the environment, is making savings of 
about $440 million from his programmes this year, mainly by scrapping the commmity 
land act, deferring water authority investment and reducing the existing allocations 
to housing authorities, 
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"As we have repeatedly made clear, it is not our intention to reduce spending on the 
health service, but we cammot ignore the fact that the contribution made by some health 
charges has greatly diminished in recent years. 


School Meal Prices Pegged 


"This applies especially to prescription charges, which have stood at their present 
level for eight years, @uring which prices have rise: over two and a half times. It is 
therefore proposed to increase prescription charges to 45p. This will still leave thes 
cheaper in real terms than they were in 1971, and the present wide range of exemptions 
covering children and the elderly among others will. of course, be maintained. Certain 
dental charges will also be increased. These changes will yield $54 million in 1979-80 
for Great Britain as a whole. 


"My rt. hon. friend, the secretary of state for education and science, is reducing 
expenditure in those areas of the education and science programmes within the government's 
direct control by about 55 million pounds. We shall not add to the increase of 5 pence 
in the school meal charge which was planned by our predecessors from the sutum tern. 

The aid programme this year is being reduced by 50 million pounds. Savings are also 
being made on the transport, trade and arts programmes. 


™y rt. hon. friends, the secretaries of state for Scotland, Wales and Northern Ireland 
are making comparable reductions in their own programmes. In total these reductions 
amount to almost 1-1/2 billion pounds this year. In addition, we do not intend to use 
as large a contingency reserve as provided for 1979-30 in the last government's public 
expenditure white paper. We have decided to cut the reserve by 250 million pounds. sy 
further decision to add to the volume of programmes in the remainder of this year will 
be met from the balance of just over 250 million pounds which will remain in the reserve 
after today. 


"In two areas we are providing for increased expenditure--defence and pensions. An extra 
100 million pounds is being provided for the defence budget this year. This will enable 
essential projects in the equipment programme to go ahead, I shall return to the pensions 
improvements shortly. 


"As I have already indicated, we are only just embarking on our review of the plans we 
have inherited and of the scope for reducing the size of the public sector, but it is 
already clear that the scope for sales of assets is substantial. 


"Sales of state-owned assets to the private sector serve the immediate purpose of 
helping to reduce the excessive public-sector borrowing requirement with which I was 
feced. This is all the more necessary this year, given the difficulty of cutting back 
public sector spending programmes once a year has already begun. 


Precise Mix of Assets 
"But such seles are not justified simply by the help they give to the short-term reduction 


of the PSBR. They are an essential part of our long-term programme for promoting the 
widest possible participation by the people in the ownership of British industry. 


"This objective--wider public ownership in the true meaning of the term--has implications 
not merely for the seale of our programme, but also for the methods of sale we shall 
adopt. 
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"So far as this year's disposals are concerned, we must obviously retain flexibility on 
ticing and on the precise mix of asszts in order to ensure a fair price. I G2 not 
therefore propose to ammounce the details today. But I intend to eusure that the proceeds 
of sales in the current financial year will amount to some 1 billion pounds and I have 
taken account of this in the budget arithmetic. The biggest contribut‘on to this total 
will come from the sale of a furthe.' part of the govermment's shareholding in British 
petroleum, where we shall be following the example set by the last administration, 


"In total, I estimate thst the economies I have announced will amount this year to about 
4-1/2 billion pounds at 1979 survey prices and 4 billion pounds at current prices. yet 
given the scale of the problem we have inherited I mist look for a further contribution 
from indirect taxes to finance the first stage of our plans for the reduction of income-tax. 


"Before turning to the first of my tax proposals, I must make it clear that today's budget 
will only be able to deal with a small part of the government's tax agenda. Coming, as 
we do, to a finance bill st this late stage in the year, there is a physical l‘uit to the 
amount of legislation that can be proposed and enacted. We have been unable to deal with 
many important matters. There will be other opportunities to consider those. At this 
stage, we have concentrated on tax changes of strategic importance. I now turn to the 
first of these. 


Worthwhile To Work 


"We made it clear in our manifesto that we intended to switch some of the tax burden 
from taxes on earnings to taxes on spending. This is the only way that we can restore 
incentives and uake it more worthwhile to work; and atthe same time increase the freedon 
of choice of the individual. We must make a start now. 


I have reviewed the whole field of incirect taxation to decide where the increased 
revenue could best come from. There are many cogent arguments at this stage in favour 
of value-edded tax. 


"Pirst, large areas of consumer expenditure, in fact about half the total, are not 
chargeable to VAT. Food, children's clothes, heating and light, public transport, 

house prices and rents are all zero rated. Second, poorer households tend to spend 
proportionately more of their income on such zem-rated goods. This means that, unlike 
most indirect taxes, VAT is not regressive. Third, by comparison with taxes such as wht. 
on alcohol and tobacco, VAT is much more broadly based. Fourth, there is a real oppor- 
tunity for simplifying the operation of the tax by having one rate instead of two. 


"In his speech on May 22, the rt. hon. gentlemen, the member for Leeds East, seemed to 
favour increases in the surcharge on national insurance contributions or in advance 
corporation tax. 


"The national insurance surcharge falls on the whole of British industry, including 
production for export, but not on imports. It is inferior in this respect to VAT, which 
falls on imports but not on exports. This is clearly significant in light of the latest 
trade figures. An increase in advance corporation tax would damage the overall liquidity 
of industry at a particularly difficult time: By contrast an increase in VAT actually 
increases it. 


"Por all these reasons my choice must fall on VAT. Moreover, the increase I make mst 
be sufficient to provide for substantial and worthwhile reductions in income tax. I 
propose, therefore, that, as from next Monday, VAT should be charged at a new unified 
rete of 15 per cent. 
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Scope for More Tax Reduction 


"Allowing for the wide range of goods and services which are zero-rated--and which will 
stay zero-rated--the new rate I propose is equivalent to 3 per cent. sveraged over the 
whole of consumer expenditure. This is significantly less than the average in the 
Buropean Community. 


"The yield from the increase to 15 percent is estimated at 2.055 billion pounds sterling 
in 1979-30 and 4.175 billion pounds sterling in a full year. Thus it will provide scope 
for further direct tax reductions in later years. The relatively small size of the 
yield this year reflects the loss of over two months’ revenue between April and the 
present. and the time lag allowed to traders before they pay over VAT receipts to the 
authorities--an average of over three months. 


"I have referred to the helpful contribution this gap provides towards improving 
liquidity, for as these funds build up in traders’ hands, they provide a substantial 
boost to the liquidity of the firms and companies concerned. 


"Concern has been expressed that an increase in VAT could lead to some particular 
Gifficulties. Por example in relation to telephone bills for calls made br“ore the 
date of change, I am proposing transitional provisions to deal with this ana some of the 
other problems in this field. 


The increase in VAT will, of course, add significantly to the point of sale prices of 
drink and tobacco. For example, the VAT increase will mean about an extre 28 pence on 

a bottle of whisky, approximately 2 pence on a pint of beer and 6 pence on a typical 
packet of 20 cigerettes. In these circumstances, I do not think it would be Justifiable 
to make a separate increase in the excise duty on drink and tobecco this year. 


"I fully realise that this increase in value-added tax will result in a rise in prices-- 
in fact a rise of about 3-1/2 percent in the retail price index. This is, of course, a 
once-for-all effect, but there never will be a time when it is easy to effect the switch 
from direct to indirect taxes and the present moment is no exception. This much-needed 
reform has been postponed too long already. 


The House should bear in mind that, as I have already indicated, VAT does not fa)i on 
a wide range of necessities. This means that the increase will fall iess heavily on 
people in the lower income groups, and, as will be apparent when I come to my income 
tax proposals, I shall be leaving people with more money in their pockets with which 
to pay the increased VAT. 


"I appreciate, however, thet those who are not liable to income tax, and I have in mind 
particularly many of those living on retirement pensions. will not benefit directly from 
my income tax proposals. This brings me to our proposals in the field of social security. 


Higher O14 Age Pensions 


"The government has decided to increase the standard rate of retirement pensions in 
November by 6.10 pounds sterling to 57.50 pounds sterling for a married couple and by 
3.80 pounds sterling to 23.50 pounds sterling for a single person. These increases take 
full account of the underestimate whieh the last government made of the actual rise 
in earnings between November, 1977, and November, 1978, and are well above the figures 
of 4% pounds sterling and 2.50 pounds sterling announced by the previous governmmeit. 
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"other social security benefits will also be increased, and my rt. hon. friend, the 
secretary of state for social services, will amnmounce full details tomorrow. 


"This means that social security pensioners will be fully protected against the increase 
in prices. This is whet is really important. t the extent te which we can afford to go 
further than this--to add impreve ents in real terms--must depend on the productive 
capacity of those in work. 


“Under the present rules. pensions are uprated on the basis of the movement in prices 
or earnings. whichever is the greater. The go-ermment has decided, however, that for 
the future the requirement for the statutory uprating of pensions should oe based on 
price movements, and we shall be introducing legislation to this end. 


"This will be a minimum requirement, and will fuliy protect the value of these pensions 
against price increases st all times. including those arising from indirect tax changes, 
such as I have just announced. 


"Of course, we want to be able to do more. I am confident that in time, as our economy 
improves. it will be possible to do more and ensure that pensioners share in the increase 
in national presperity. That is one more reason why my other proposals today are so 
important, for they are intended to strengthen the productive capacity of the economy 

as a whole. 


"We also propose to improve certain other social security benefits. child bend@fit went 
up by 1 pound sterling per week only two months ago, and we do not propose a further 
increase this year. But single parent families face particular problems. and we propose 
thet the one parent premium should go up from 2 pounds sterling to 2.50 pounds sterling 
next Vovember. 


Social Security Complications 


"We also want to help the disabled. Mobility allewance will accordingly be increased 
from 10 pounds sterling to 12 pounds sterling in the autum. And we shall, of course, 
honour our commitment to pay a Christmas bormus this year of 10 pounds sterling. 


"These measures overall are worth about 1,100 million pounds sterling in 1979-80 and 
2,790 million pounds sterling in a full year. They are largely covered by the existing 
secial security programme, and the balance has been vharged to the contingency reserve. 


"As the House knows, my general policy is to make substantial reductions in public 
expenditure; but the reductions in public expenditure mist not be done in a way which 
bear unfairly on the more vulnerable members of society. 


"Our social security system has become far too complicated and it sometimes acts to 
reduce the incentive to work. The problem is widely recognized on both sides of this 
House. We ere therefore studying a number of aspects of the social security system to 
see what can be done to simplify it. My rt. hon. friend, the secretary of state, is 
also putting i> hand urgent measures to tighten up on abuse and fraud. 


"I dealt earlier with the excise duties on tobacco and drink; the of] duties, however. 
raise wider issues. I have already mentioned the general case for measures which will 
help us to meet the growing and undoubted need tt» conserve oil. 


"At a time wher there is @ worldwide shortage of crude of] it is essential that we 
should play our full part in achieving the 5 percent reduction in consumption to 
which the previous government rightly committed us. 
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"I therefore propose to increase all the main oil Guties this year. In the particular 
case of petrol. the VAT increase from 12} per cent to 15 per cent ill be smaller than 
for many other items. With this in mind I propose to increase the petrol duty by 7 
pence a gallon--which will result in a total price change of about 10 pence a gallon. 





"I also propose to increase the duty om DERV by the same sum, 7 pente a gallon, and the 
éuty on heavy oil other than DERV,by1/2 pence. I am not, however, \ncreasing the éuty 
for burning oil and for domestic paraffin. which is the oil used most commonly in the 
home, par*icularly by pensioners. 


Car Tax Unchanged 


"The yield from these excise duty changes is estimated at an additional 525 million 
pounds in a full year. 400 million pounds in 1979-80. The immediste increase in the 
RPI will be about one quirter of 1 per cent. In view of the incrvase I an proposing in 
the road fuel Guties I hiwe decided to make no change in the rate of vehicle excise duty. 
Our predecessors announced their intention of abolishing the Gut; on petrol driven 
vehicles. 


"As my tt. hon. friend, the minister of transport, has already said, we are reviewing 
the future of this duty and we sha'\l announce our conclusions in due course. For heavier 
goods vehicles, my st. hon. friend will be announcing plans for restructuring the form of 
this tax. Before I leave the subject of motor cars. there is a particular issue I need 
to deal with. There is @ weakness in the present legislation on capital allowances which 
enables leased cars to avoid the special rules restricting allowances for business cars. 


"This has resulted in a loss of tax which is currently running at about 175 million 
pounds a year; and which could well rise to 200 million next year if I take no action. 
I propese to put this right with effect from today. 


"I turn next to petroleum reverme tax. The previous goverment announced last August that 
they proposed to increase this tax from January 1. 1979. These proposals were discussed 
very fully by the last government with the industry and we curselves have had representa- 
tions about them, which we have carefully considered. 


"I have Judged them now against the background of re ent rises in the price of oil. On 
that basis. the original package of PRT proposals for giving the government more reverwe 
from the North Sea is now fully Justified. There will accordingly be provisions in the 
finance bill to implement it. I also propose. however, to introduce some changes in the 
PRT expenditure rules for which the ind@ustry have been pressing for some time, and the 
British National O01’ Corporation will no longer be exempted from PRT. 


"These proposals will increase the govermment's revernwe from the North Sea (at 1978 
prices) by about 110 million pounds this year, and by about 1,800 million pounds over 
the period to 1985. 


‘Capricious’ Capital Tax 


"Before I deal with the taxation of business profits. I propose to refer to the taxation 
of capital, a matter of vital iuterwt to business as well as to individuals. We made 

it clear in our manifesto that we were determined to make the taxation of capital simpler 
and less oppressive. The objection to capital gains tax in its present form is that most 
of the yield comes from paper gains arising from inflation. 


"The tax is, therefore, a capricious and sometimes savage levy on the capital itself. 
The capital transfer tax, despite the improvements secured in the last Parliament by con- 
stant pressure from the Conservative benches, is oppressive, harmful to business, and a 
real deterrent to initiative and enterprise. 
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"It is perfectly natural that people should want to build up capital of their own and 
pass it on to tneir children; this is particularly true of the small business proprietor. 
The issues involved in both of these taxes are difficult and complex. I have, therefore, 
decided that we should not attempt to deal with them in the coming finance bill-- 
abbreviated as it is bound to be--but should press ahead with a thorough study, with 

a view to legislation on a)l these matters at an early date. 


"There is, however, one specific issue on which legislation is required in order to 
hold the present position. I propose to extend for a further two years the period 
for CTT transitional relief for capital distributions from discretionary trusts and 
to defer for two years the introduction of the periodic charge. 





"The development land tax, however, is a very different matter and calls for immediate 
action. This tax has combined with the Community Land Act to prevent much worthwhile 
development and to increase unemployment in the construction industries. We have 
already said that we will repeal the Community Land Act. 


"I propose now to deal with the development Jand tax. In place of the present rates 
of 66-2/3 per cent and 80 per cent, which the previous government intended should rise 
to 100 per cent, I propose that the development land tax will in the future be charged 
at a single rate of 60 per cent. 


"The amount of development value which can be realised in a financial year without 
liability to development land tax will be raised from 10,000 pounds sterling to 50,000 
pounds sterling. Both these changes take effect for disposals made on or after today. 


Taxation of Profits 


"I do not propose to make any further reductions in race; and the generous increase in 
the exempt slice should mean that it will not need early revisicn. Owners of development 
land will, therefore, have no reason for holding back in the hope of further tax 
reductions. What I have said today should remove the major uncertainties which have 
been hanging over the market. 


"I now turn to the taxation of profits. A vigorous, profitable and expanding company 
sector is essential if we are to rebuild this country's prosperity. Profitability has 
Gropped sharply in recent years and the rate of return on capital employed is now far 
too low. This is especially true of manufacturing industry. 


"Without higher profits we shall not see tre new investment and jobs which are so 
urgently needed. Achieving those profits is very largely the task of management and 
work-people. The government can help or hinder them, and this is no time to add to 
the difficulties that they face by raising taxes on profits still further. Against 
that background I propose no change this year in the general system or in the rates 
of corporation tax. Nor would it be right to make any major changes in the system of 
company taxation without careful consultation in advance, 


"Looking further ahead, however, it is importart that the tax system should take 
account of the effects of inflation on businesses, and do so in a way that is reas~nally 
objective, equitable and simple to administer. The government will therefore be 
reviewing this matter along with the accountancy profession's latest proposals for 
current cost accounting. I am arranging for the inland revenue to consult the 
accountancy profession and business later in the year. 
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"I need however to deal now with the question of stock relief. The finance bill will 
include legislation to honour the undertaking which my predecessor gave last year, 

and which we supported, to write off the deférred tax liabilities arising from stock 
relief given for the first two years of the scheme--1973-74 and 1974-75; and thereafter 
to write off these liabilities in respect of each subsequent year, after they have 

been outstanding for six» years. 


"In addition, following consultations which the inland revere have had with industry, 
I am proposing two further changes in the stock relief scheme. I intend to reduce 
the profit restriction for unincorporated businesses from 15 per cent to 10 per cent; 
and all businesses will be given greater flexibility in the amount of relief they 

can claim. Both these changes will be of particular benefit to small businesses. 


Stock Relief Scheme Changes 


"Details of the stock relief and car leasing proposals will be given in inland revenue 
notices which I am making available in the vote office. I now come to dividend control. 
If industry is to flourish it needs not only adequate profits but a vigorous capital 
market to provide funds for investment and expansion. The control of dividends has 

now outlived its purpose. The control will acoordingly come to when the existing 
legislation expires on July 3l. 


"We on this side of the House have consistently championed the cause of smaller businesses. 
So I also propose to raise this year the qualifying profit limits for the small companies 
rate of corporation tax--to the figures of 60,000 pounds sterling at the lower end 

and of 100,000 pounds sterling at the upper end. This will go some way further than 

is necessary to maintain their real value. 


"In the tax field, however, there is one measure that will do more than anything else 
to encourage smaller businesses--indeed businesses of every size, that is a major 
reduction in the burden of income-tax. That brings me to the key-stone of our policy: 
Excessive rates of income tax bear a heavy responsibility for the lack-lustre per- 
formance of the British economy. We need, therefore, to cut income tax at all levels. 


"For the reasons I have already explained, I cannot do as much this year as I should 
have liked, and I cannot do as much as is needed. But, although it is only a first 
instalment, there should be no doubt in anyone's minds that this budget marks a 
turning point. 


Budget Marks a Turning Point 


"I begin with the higher rates of tax. The upper rates no longer affect only those on 
very high incomes. They apply to senior executives and middle managers in industry 
and increasingly to skilled workers, as well as to professional people and the pro- 
prietors of small businesses. These are the people upon whom so many of our hopes 

for initiative, greater enterprise and national prosperity must depend. 


"It is universally recognised that the present top rate of 83 per cent on earned income 
is an absurdity. The rate of 98 per cent on investment income is even worse. Such 
rates bring in very little revenue. But they kill incentive and are patently unjust. 
Some members of the previous government recognised this, but they did nothing about 

it. I now propose an overdue measure of reform. 
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"The top rate of earned income will be cut from the present 83 per cent to 60 per cent. 
This new top rate will apply to taxable income over 25,000 pounds. At the other end of 
the higher rate scale, the present threshold of 8,000 pounds is too low. I propose 
raising it to 10,000 pounds. Even at this figure the starting point for taxation at 
higher rates will be no higher in real terms than it was in 1973. Setween 10,000 pounds 
and 25,000 pounds I propose a new scale of rates less steeply progressive than the old 
scale, 


"The top rate of 60 per cent on earned income I now propose fulfils our commitment to 
reduce the top rate to the European average. For example, the top rate in France is 

60 per cent. In Germany, it is 56 per cent. In the United States, it is only 50 per 
cent. The new top rate will still be reached at an income level which is lower and in 
some instances significantly lower than is common elsewhere. This is a matter to which 
we may need to return on a future occasion. 


Success Is More Important 


"So, while the reductions I propose are substantial, they are no more than the circum- 
stances require. They will still in general leave people in the top income groups more 
highly taxed than people in corresponding positions in other industrialised countries. 
We have to compete with such countries, not only in the sale of goods and services, but 
in attracting and retaining the talent required to run our industry efficiently and 
profitably and thereby provide employment opportunities that our people so desperately 
need, 


"We have over the years spent too much time and effort trying to "level down.” This is 
no good to anybody. It is much more important to have a successful and prosperous soci- 
ety, and we cannot have a successful and prosperous society without successful and pros- 
perous individuals. 


"But it is not only at the top of the income range that the burden of income tax is par- 
ticularly oppressive. The same is true for those on the lowest taxable incomes, where 
the tax system can help to ensure that some people are actually better off out of work. 
"That is the importance of the tax thresholds, to which I turn next. The increases 
proposed in the April Finance Act, which were not of course implemented, were plainly 
inadequate. I propose to double these increases. This means that the amount a single 
person can earn tax-free will go up, not by 90 pounds, but by 180 pounds. 


"The married allowance will go up, not by 140 pounds, but by 280 pounds. A single 
person's tax-free earnings will thus go up by nearly 3.50 pounds a week. The amount 
that a married man can earn tax-free will go up by 5.38 pounds a week; and these 
increases in personal allowances are quite apart from the change that I have in mind for 
the basic rate of tax. 


"I have in fact three other changes to propose before I come to that. First, to help 
the elderly, the age allowance will be raised by 240 pounds for the single person and 
380 for the married person. These again are double the figures proposed in the April 
Finance Act. Last year, the income limit for the full age allowance was 4,000 pounds. 
This year I propose raising it to 5,000 pounds, more than twice the increase proposed 
in the April Finance Act. Second, I propose raising the threshold for the investment 
income surcharge. The Justification for retaining the surcharge is itself debatable. 
Certainly there can be no argument but that it bites at far too low a level of income, 
Almost half the surcharge is paid by people over 65. 
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No More Than Palliatives 


"This is moreover a tax which falls with particular severity on those who have had to 
make provision for their retirement out of their savings and have no occupational pensions 
to fall back on. The undue severity of the tax was recognised by the previous government, 
but they introduced no more than palliatives in the form of a reduced rate applied to the 
first slice of income liable to the surcharge and a slightly higher threshold for those 
over 65. I propose instead to raise the threshold to 5,000 pounds for everyone; the rate 
above that level will remain at 15 per cent. This approach combines a considerable sim- 
plification of the tax with a measure of justice that is long overdue. 





"Third, I propose to implement immediately our election pledge to war widows. Povision 
will be made in the finance bill to exempt their pension entirely from tax. I come finally 
to the basic rate. For the great majority of taxpayers--some 21 million in all--it is the 
basic rate which determines their tax liability. It is the basic rate (plus, of course, 
the national insurance contributions) which represent the deterrent effect of tax on addi- 
tional earnings--whether those extra earnings come from overtime, or greater productivity, 
or reflect greater skill or the rewards of promotion. 


"Everywhere one meets complaint and criticism that income tax erodes differentials, 
reduces the rewards of skilled workers and discourages effort, initiative and responsi- 
bility. This year I propose taking a first and significant step to deal with these com- 
plaints by reducing the rate from 33 per cent to 30 per cent. Our long-term ain should 
surely be to reduce the basic rate of income tax to no more than 25 per cent. 


The total cost of these income tax reductions, including the cost of increases in personal 
allowances proposed in April but not implemented at the time, will be 4.54 billion pounds 

in a full year. The lion's share, no less than 3.46 billion pounds or over three-quarters 
of the total, represents the cost of increasing the personal allowances and reducing the 
basic rate. The cost this year of all the income tax changes will be 3.5 billion pounds. 

As a result of the increase in the tax thresholds 1.3 million people who would otherwise 
have paid tax this year will not be required to do so. The number of people paying tax 

at the higher rates would have been 1.2 million: This will be virtually halved, to 650,000. 


Administration Simplified 


"The number liable to the investment income surcharge will be reduced to about a third of 
what it would have been--from 850,000 to 300,000, All these changes will simplify admin- 
istration and reduce the work load on the inland revenue, 


"The changes in allowances will be implemented for most taxpayers on the first pay day 
after July 12. The reduction in the rates of tax will be given effect as soon as new 
tax tables are ready in October. A full year's income tax reductions will be received 
even though my budget is being presented two months or more after the start of the year. 
On this basis the income tax changes mean that for the married couple where the husband 
earns 100 pounds a week, which is close to average earnings, there will be an increase 
in take-home pay averaged over the remainder of the financial year of over 4 pounds a 
week, 
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"The increases in VAT and petrol duty will increase average family expenditure by about 
2.75 pounds, so that, taking both into account, the average family direct and indirect 
tax changes will be about 1.30 pounds per week better off. Similarly, where the husband 
earns 60 pounds per week there will be a real gain of over 75 pence a week, while the 
position of the couple on 150 pounds per week will improve by nearly 2 pounds a week. 


"These reductions in the burden of income tax, which are as substantial as they are 
unprecedented, mean that wage and salary earners will have more money in their pockets 

to buy the goods and services they help to produce. True, the prices of a good many of 
these goods and services will be increased by my tax proposals, but we have done every- 
thing we can to ensure that every family in the land will have move money coming in to 
pay the increased bills. And what is more, the choice of the way they spend their income 
will rest increasingly with people, and not with government. 


"These changes represent only the first stage in the major reduction in the burden of 
direct taxation that we are determined to make. I emphasise this point particularly for 
those who will be involved in pay bargaining in the year ahead. Take-home pay will be 
substantially increased by these unprecedented cuts in income tax. This will more than 
make good the price effects of higher spending taxes. 


"any further attempts to cover those price effects by higher pay claims will be utterly 
self-defeating. The money will simply not be there to finance higher pay as well as 
lower income tax. Any attempt to have it both ways will simply end up by threatening 
jobs and putting firms--on whom jobs depend--out of business. 


Papers Reaction 


LD131335 [Editorial Report LD] Major UK papers on 13 June carry mumerous reports and 
articles on the budget speech given by Chancellor Howe on 12 June. THE DAILY TELEGRAPH 
carries a frontpage article by financial editor Andreas Whittam Smith entitled: "Bold 
Howe Astonishes the City [financial district]." The report says "it is probably the most 
dramatic statement made by a chancellor of the Exchequer for more than a decade." THE 
DAILY TELEGRAPH editorial on page 16 says there were two important surprises in the budget: 
"the jump in the lending rate to 14 percent, and the jump in the VAT to 15 percent. 
Together they represent a courageous bid to concentrate the nation's mind on the causes, 
rather than the symptoms, of the inflationary scourge." 


THE GUARDIAN's frontpage report by political editor Ian Aitken says the new chancellor 
"yesterday embarked on the richest political and economic gamble in postwar parliamentary 
history. In an almost desperate attempt to reverse the long-term decline in Britain's 
economic fortunes he put the nation's money on a revival of nineteenth-century virtues 
like self-help and self-interest." 


Editorially, THE GUARDIAN says on page 14: "This paper, as argued repeatedly during 
the general election campaign, has the greatest reservations about the nature of the 
Conservative gamble and about the diagnosis of the nature of the British malaise that 
underpins the budget philosophy." It concludes, however, that Mrs Thatcher “has at 
least thrown down the gauntlet with style." Another GUARDIAN feature-writer, Peter 
Jenkins, on page 15 asks the question: “Is an austerity-incentive budget not a pre- 
posterous contradiction in terms?" 
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An editorial in THE FINANCIAL TIMES on page 26 comments that “for the short term it is a 
strategy of high risks for the longer term it could hold great promise.” On the same 
page an article by Malcolm Rutherford concludes: 


"The budget is the government's first attempt to put its philosophy into practice. Sir 
Geoffrey still quite deliberately refrained from saying that any particular rate of growth 
will follow. Indeed on the short-term economic prospects in general he was bleak. There 
was not even the suggestion of any early rise in output. The problems, he said, were those 
of supply rather than demand. The budget, therefore, remains an act of faith. There is 
no reason to believe that either Sir Geoffrey or Mrs Thatcher herself would claim anything 
different. What is clear beyond doubt, however, is that for good or ill, the government 
is determined to turn its faith into action." 





FIRST USSR TALKS WITH NEW GOVERNMENT BEGDY! Di LONDON 
LD131455 London THE GUARDIAN in English 13 Jun 79 p 8 LD 


(Patrick Keatley report: "Soviet Foreign Chief Here for Top Level ‘falks"] 


{Text] The first high-level talks between the Soviet Government and the new Conservative 
administration get under way in Whitehall today with the arrival of a delegation from 
Moscow led by the deputy foreign minister, Mr Zemskov. In the next two days, he will be 
having talks at the Foreign Office with Lord Carrington, his ministerial colleagues, 

and senior officials. Wo formal agenda is being issued, but the main items to be discussed 
will be the prospect for SALT III, taking in the military balance, detente policy, and 
East-West relations. 


By a deft piece of organisation, Mrs Thatcher and the foreign secretary have managed to 
arrange personal talks at top level with the other members of the big foure-France, West 
Germany, and the United Statese-all in the two months since the general election. The 
Soviet leaders were intrigued by the apparent success of the visit to London by the West 
German chancellor, Mr Schmidt, where strategic questions headed the agenda, leading to 
the followeup meeting by the British and German defence ministers in Bonn. 


If the new Tory strategy is to aim for a seat at the negtotiating table for the next SALT 
accord, the Russians and Americans--who are signing the SALT II treaty on FPriday--will 
have to give their assent. 


This is what gives special significance to the Zemskov visit. The Soviet minister will 
be able to convey to his foreign minister, Mr Gromyko, a firstehand impression of British 
defence thinking under the new administration. 


Taking part in the London talks will be the minister who deputies for Lord Carrington on 
East-West matters, Mr Peter Blaker, and the deputy undere-secretary for north European 
affairs, M Julian Bullard. The London agenda will also take in southern Africa, the 

Horn of Africa, bilateral questions including the imbalance in Anglo-Soviet trade and 
Asian policies. Britain also wants Russia to exert pressure on Vietnam to halt the present 
exodus of boat people. 
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ROIANDHIS LEAVES ON VISIT TO EUROPE, U.S. 
TA131226 Wicosia Domestic Service in Greek 1000 GMT 15 Jun 79 TA 


{Text ] This morning Foreign Minister Rolandhis left for visits to France, Britain, West 
Germany and the United States during which he will discuss with the foreign ministers 
of those countries developments in Cyprus and other matters. 


Mr Rolandhis will also discuss with his European counterparts matters involving the 
second stage of the association agreement between Cyprus and the EEC. 


Tomorrow in Paris, Mr Rolandhis will meet with his French counterpart, Francois-Poncet. 
On 19 June he will meet in London with British Minister of Poreign Affairs Lord 
Carrington, and the next day, 20 June, he will meet in Bonn with PRG Vice Chancellor 
and Minister of Foreign Affairs Genscher. 


He will leave Bonn on 21 June for Washington, where he will hold talks with U.S, Secretary 
of State Vance, 


Mr Rolandhis will return to Cyprus on 22 June to accompany President Kiprianou on his 
visit to Romania, which begins on 25 June. 


GOVERNMENT SILENCE ON USSR AID TO TURKEY CRITICIZED 
110130853 Nicosia I MAKHI in Greek 15 Jun 79 p 1 WC 
(Editorial; “Unfcrgivable Mistake" ] 


(Text ] Political observers and Western diplomatic circles have been upset because the 
government has been silent on the grant of 8 billion dollars by the Soviet Union to the 
crumbling economy of Turkey. The same circles stressed that Nicosia has not uttered a 
Single word to express discontent over or opposition to Moscow's action. The grant is 
indirectly aimed against the Cyprict people's struggle, particularly as it is made on 
the eve of the resumption of the inter-<Cypriot talks and at a time when Western quarters 
have been refusing Ankara new aid to compel it to make concessions on the Cyprus problem, 


The Cyprus Govermment has remained silent, although in the past, whenever any Western 
political quarters proceeded with some action or statement that was unsatisfactory to 
us, our side attacked them fiercely. Many times in the past, for merely trivial reasons, 
we never missed an opportunity to condemn the United States, NATO or the EEC for actions 
Which we described as detrimental to our struggle or even hostile. 


But why have we kept silent now that the Soviet Union has hastened to give Turkey 8 
million dollars, without any c a@mdition linking the aid to progress in the Cyprus 
problem? Does our government view Soviet aid to Turkey as an ordinary action that will 
not have any unfavorable repercussion on the Cyprus problem? Does the Cyprus Goverrment 
believe that the grant of 8 billion dollars from Moscow to Ankari will contribute to 

a Cyprus solution? 


The silence observed by the government has been a grave mistake. The goverrment should 
have known that western quarters were expecting some kind of a reaction, because this 
Soviet action has hardened the Turkish stand and will unfavorably irfi-rnse Western 
efforts for substantive talks. Even though late, the ,overnment mus: ~. ays to 
rectify its mistake, because the solution of the Cyprus problem is more weyendent on 
the West than on the East. 
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DENKTAS: TURKISH CYPRIOTS CANNOT EXIST WITHOUT TURKEY 
TA131421 (Clandestine) Bayrak Radio in Turkish to Cyprus 13500 GMT 15 Jun 79 TA 


(Text ] President Rauf Denktas has pointed out that the Cyprus issue is a vital issue con- 
cerning the entire Turkish nation and reiterated that the Turkish Cyprot commmity cannot 
exist without Turkey. 


Denktas expressed this view after his meeting this morning with Turkish Justice Party 
deputies Mehmet Ozutku and Zeki Efeoglu, who are currently visiting our island. Denktas 
pointed out that those who can say that the parties outside our borders should not inter- 
fere in our affairs are forgetting this fact and do not want to remember that our borders 
have been marked with out mutual blood. In a statement to a TAK [Turkish news agency 

in Cyprus] correspondent, Denktas said that the rights and status of the Turkish Cypriots 
in Cyprus and even their existence depend on the close interest of Turkey and the Turkish 
nation. 


ELEVTHERI KIPROS SCORES DENKTAS OVER MISSING PERSO™S 
NC1407%4 Nicosia EILEVTHERI KIPROS in Greek 14 Jun 79 p ? WC 
[Prom the "Comments" column: "Provocation and Contempt"] 


[Text] Denktas!' silence on setting up the committee to investigate the cases of missing 
persons shows his retrogression and this is tantamount to provocation against the thousands 
of relatives of missing persons. It also constitutes contempt for the United Nations, 
whose secretary general announced with so much pleasure that agreement had been reached 

on setting up the committee following the 19 May meeting between President Kiprianou and 
Mr Denktas. 


It is alarming to see that in such a delicate issue, which shakes the souls of thousands 
of people in pain, there is such delay in dealing substantively with and resolving this 
issue. One day an end must be put to Denktas! refusal to agree to the setting up of the 
investigatory committees. As we have stressed in the past, the man who can put things in 
order is Dr Waldheim; he must act immediately. Any further delay can only bring about 
unpleasant developments, the responsibility for which cannot fall on the Greek Cypriot 
side. 


TURKISH CYPRIOT LABOR GROUP SUPPORTS TALKS 
TA122134 (Clandestine) Bayrak Radio in English 1750 GMT 12 Jun 79 TA 


(Text ] The Executive Committee of the Labor Federation Turk-Sen has expressed support for 
a solution of the Cyprus problem which would envisage a bizonal, independent and nonaline: 
federal government in the island where the two national communities would live in equality 
side by side. In a statement referring to the resumption of the Cyprus intercommnal 
talks on *riday, a statement by Turk-Sen said that, in case the Greek Cypriot side wanted 
to delay a solution of the problem so as to force the Turkish Cypriot commanity to remain 
stateless, the Turkish Federated State of Cyprus should declare itself an independent 
Turkish Cypriot republic, 


The statement stressed that the Labor Federa*‘~n Turk-Sen was against any concession which 
would not bring lasting peace and also against any solution which would make the Turkish 
Cypriot community refugees once again, The statement concluded by expressing the hope that 
the lasting and just solution of the Cyprus problem would be achieved as a result of the 
forthcoming intercommunal talks. 
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THIRD HAIG PLAN EXPECTED ON RETURN TO NATO 
AT131150 Athens TO VIMA in Greek 15 Jun 79 pl AT 


{Reportage by TO VIMA New York corryspondent St. Evstathiadhis on a “last ditch” attempt 
to "merge" Greek and Turkish views on Aegean control) 


{Text] A new plan (the third in succession) on Greece's return to NATO is now being 
prepared by General Haig. It is expected he will submit it to Athens and Ankara not 
later than 20 June. 


Playing his last ace, General Haig (who is due to retire from NATO at the end of this 
month) will this time attempte-according to Western diplomatic sourcese-to "merge" 

Greek and Turkish views on Aegean operational control without touching upon the sovereign 
rights of the two countries, 


This last attempt by General Haig, which enjoys Washington's full support, is not con- 
sidered easily acceptable to the Greek side which has repeatedly proclaimed its insistence 
on the well-known Davos-Haig agreement of last June wWiich basically stipulates that the 
question of Aegean operational control will be discussed after Greeece's return and not 
before, as the Turks want, 


The government spokesman, on the other hand, confirmed the report that Greece rejected 
the amendments implemented by General Haig on the plan he presented to Davos in Verona. 


In the meantime, our New York correspondent St. Evstathiadhis reported that the United 
States does not connect the future of U.S. bases in Greece with Greece's return to NATO's 
military wing and that it has never considered such a question, which was never even 
raised, 


A State Department spokesman stated to TO VIMA in answer to relevant questions that the 
United States, naturally, wants to see Greece “returning to NATO in a way satisfactory 
both to Greece as well as to the whole alliance” and it therefore supports every 
relevant NATO effort in this direction but it has undertaken no initiative, letting 
NATO handle the whole issue, 


In reference to the bases, according to the U.S. spokesman, “they serve joint defensive 
and allied goals" and the U.S. administration “hopes that they will continue to serve 
such goals” since this is to the benefit of Greece, the United States, and the rest of 
the alliance, The State Department spokesman clarified that: 


One--"There are no U.S. proposals for Greece's return to NATO. This question is being 
handled exclusively by NATO because it is a NATO issue." The same spokesman clarified 
that U.S. Ambassador to Athens McCloskey "did not hand any proposals to Karamanlis” as 
certain reports in Athens indicated, becouse “there are no such U.S. proposals,” 


Twoe-In reference to Greece's return to NATO “the U.S. position remains that we want to 
see Greece back in NATO in a way which is satisfactory to Greece as well as the entire 
alliance, This is why we have supported in the past and we now continue to support all 
efforts being made in order to make this return possible, We have not, however, dealt 
with details tvcause this is exclusively a NATO issue,” 
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Tiree--In reference to reports that the Greek Government commects the question of 
operation of U.S. bases in Greece with its return to NATO he [State Department spokes- 
man] made it clear “there is no reaction” on his part. He added, however, "there is 

mo commection between the two issues. At least we have never commected them. Hovever, 
at the same time we have never commented upon this issue because, in fact, such an issue 
was never raised.” 


Pour--"The bases are in Greece on the basis of a Joint agreement between the U.S. and 
Greek govermments. They served joint defense and allied goals and they contime to 
serve these goals. We hope that they will continue to serve these goals in the future 
Since this is considered beneficial to Greece, the United States and to the benefit 

of the remainder of the alliance.” 


The State Department spokesman refused to comment, at least not directly, on the 
portion of the interview granted by Turkish Prime Minister Ecevit to THE NEW YORK 
TIMES dealing vith Greece's seturn to NATO and limited himself to stressing that the 
United States lets NATO handle the issue. 


The Turkish prime ginister not only excluded any Turkish concession on the question of 
Greece's return to NATO but he also asked Greece to make concessions in the Aegean, even 
arguing that the arrangement of responsibilities in the Aegean in force prior to 197% 
was at the expense of Turkey, a fact, as he argued, recognized by all NATO member 
states. 


PASOK SUBMITS INTERPELIATION ON VOA OPERATION 
AT131220 Athens $O VIMA in Greek 135 Jun 79 p 11 AT 


[Text] In an interpellation referring to VOA operations submitted to the Chamber of 
Deputies, PASOK deputies Khondrokoukkis, Panagoulis and Papayeorgopoulos asked the minister 
of national defense and foreign affairs to brief the Chamber on: 


eoWAy was an agreement initialled which gives broad margins of operation to U.S. 
espionage and propaganda services at the expense of our national interests, particularly 
at a time when our country is still outside NATO's military wing and is attempting 
friendly overtures toward the East. 


-<Why a second base site was made available in a very delicate national area, such as 
the River Nestos outlet, from which VOA will be able to spy on the Thasos ofl] area 
wiGhout intervention, The deputies also ask for a copy of the agreement and its 


appendices. 


In their interpellation the deputies state that the official role of the "Voice" 
stations in Rhodes and Nestos is “to relay U.S. propaganda programs to Eastern countries, 
to Middle Eastern countries, to African and South Asian countries, to disseminate 
proeU.S. propaganda among the Greek people, to relay government propaganda in all the 
directions of the mentioned countries and particularly toward the Greeks of the 

United States. 


The unofficial role of the ‘Voice’ is well known and is related to the operations of 
DIA-CIA and foreign bases in our country." 


As the deputies menBioned, the interpellation was raised after a report in the 
authoritative newspaper TO VIMA on the initialling of new “agreement” for WOA 
operations. 
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RESIGNATION, DEVELOPMBITS WITHDN PASOK REPORTED 
AT131315 Athens I VRADHINI in Greek 15 Jun 79 p 1% AT 


[Excerpts] Professor Simitis submitted his resignation from PASOK's Executive Bureau 
after the strong reaction created by an EEC poster, while serious changes among the move- 
ments leading officials are also expected. 


Simitis' resignation is still being kept secret and in all probability it will not be 
discussed by the Executive Bureau which is due to meet Friday. This is interpreted as 
an effort not to reveal the eonflict within PASOK over the movement's tactics on the 
EEC issue. 


Irrespective of whether the Simitis resignation is aecepted or not, it is expected that 
no statement will be released prior to termination of the Chamber of Deputies debate on 
the Greek accession agreement. 


As is well mown, Simitis, who is responsible for PAS°K's information sector, circulated 
posters on the eve on the signing of Greece's accession agreement which bore the slogan, 
"Yes to the Europe of workers, no to the EEC.” The Marxist cireles of PASOK considered 
this slogan as a deviation toward the “right” even though Simitis is considered to have 
leftist trends. Papandreou himself, in his desire to condemn the action, deseribed it 
as a “mistake” but he avoided giving the issue any sequel in an effort not to provoke 
those who react to his anti-EBuropean policy. 


PASOK circles stated that Simitis' resignation will signal deep changes in PASOK's 
command in one of Papandreou's efforts to deprive other movement offieials of any 
strength and thus to impose his ow line. The planned changes are also aimed at gagging 
the base of PASOK in am effort to eradicate the conflict between the various groups and 
the parliamentary group of the movement. 


It is worthy of note that PASOK's officials who were informed of Simitis' resignation are 
now threatening to reveal the plans of PASOK's leader to establish a leadership-cult 
party. They also stressed that Papandreou would be faced with difficulties if he attemp- 
ted to gag the PASOK's base and to appoint his own faithful to PASOK's various organi- 
zations. 


INSTETUTIONAL REORGANIZATION TO POLLOW ACCESSION 
AT131355 Athens I KATHIMERINI in Greek 13 Jun 79 p 1 AT 


[Excerpts] Institutional reorganization is the govermment's second largest goal after 
accession to the EEC. This was yesterday's eonelusion from a cabinet meeting during 

whieh the prime minister made the first but characteristic introduetion of the extent and 
depth or organizat‘' sal changes which must follow. As a first phase he asked for the 
greatest possible simplification of procedures within public services; for the full staffing 
of regional services and the relegation of greater authority from the center to the 
periphery. According to all indications, responsibility for institutional reorganiza- 

tion will be entrusted to every ministry within the ecirele of its authority. I its 
Characteristic that the prime minister directly connected today's situation in public 
administration with the personal efficiency of his ministers. 
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Although he svoided criticism of specific sectors, he did stress the need for sn 
immediste improvement of the situstion in public edministration, the problems of 
which sppesr more scute in Greece then in other European countries. It is recalled 
thet the need for institutional changes wes stressed by ™ Ksremeniis during the 
ceremony for signing the sccession sgreenment. 


The following goverment stetement wes relessed sfter the cebinet meeting: “Prine 
Minister Konstendinos Keremanlis yesterday presided over s cabinet meeting at 1950 
[lés0 GMT). Verious service metters were discussed. ‘he prime minister then 
recommenied to the ministers to improve the efficiency of public services through 
their own incressed spplicetion end example. To s grest degree, the prime minister 
steted, the efficiency of public services depends upon the exemple given and the 
methods used by every minister. 


"The question of public edministration, he continued, is very importent and there 
is great need for an improvement of the situation in this sector, Naturally the 
entire problem is difficult beceuse there are no besic messures for immediate results. 
Bureaucracy exists in ell countries end it causes hardship ‘to the citizens every- 
where. This is because when the need srises for cooperation by more people for the 
solution of en issue then buresucratic delays always occur, Por well-known reasons, 
however, the problem eppears greater in our country than it appears in other 
countries. In order to desl with buresucracy, the prime minister continued, it is 
both essential to implement new methods in organizing public services as it is 
necessary to change mentality. In respect of new methods the government is meking 
an effort to simplify procedures end to implement modern methods. in order to 
change mentality, however, it is essential to have the assistence of 11 officiels 
and citizgens--more so the officisels--but slso the assistence of the public which 
comes into contect with the services, 


"It must, in any case, be stressed that the bettle against buresucracy and genersliy 
the handling of public edministration problems must never trensgress the limits of 
the Constitution which protects the tenure and the general position of public 
servants. 


"In comlusion the prime minister recommended the following indirect ways for 
improving the efficiency of public services: one--the greatest possible simplification 
of procedures; two--fullest possible steffing of regionsl services with the necessary 
and suiteble personnel; end three--grester relegation of suthority from the center 


to the periphery.” 
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MUJEZZINOGLU STATEMENT BEFORE LEAVING FOR OECD MEETING 
TAL30955 Ankara Domestic Service in Turkish 0900 ONT 13 Jun 79 TA 


{Text] Finance Minister Ziya Muerzinoglu hes left Ankara to participate in the OECD 
Ministerial Council meeting te begin in Paris today. 


Replying to journalists!’ questions at Ankara’s Eserboga Airport before his departure, 
Muetzinoglu said that the agreement te be signed with the IMP has reached its final 
stage. The technical talks, however, will continue for another few days. Pointing 
out that the $1.75 billion a4d to be extended by Western countries includes the project 
leans to be secured from the IMP, Muezzinoglu added that he will hold bilateral talks 
in Paris with the ministers and organization representatives of the countries which 
will extend aid to Turkey. 


In reply to a question, Muerzinoglu said that the previous foreim currency exchange 
rate will be valid for some time yet for the foreign currency arrangements of students 
studying abroad. 


Muezzinoglu also noted that world economic problems, inflation and economic stagnation 
will also be discussed Guring the OECD Ministerial Council meeting in Paris. 


Purther Muezztinoglu Comments 
TA131219 Ankara Domestic Service in Turkish 1000 GMT 15 Jun 79 TA 


[Excerpt] Muezzinoglu held a press conference at Istanbul's Yesilkoy Airport before 
his departure for Paris. 


Stressing that it is an inevitable necessity for Turkey to make certain sacrifices to 
overcome its current bottleneck, Muezzinoglu said that the multiple exchange rate 
system, which is being implemented, is simed at gciving the Turxish lira its real valve. 
Maetzine clu also expressed the view that the price bikes on gasoline, iron, steel and 
alcoholic drinks will not reflect onother products and services to the same extent. 


Noting that Turkey has reached a stage in wile. it is spending all of its foreign currency 
income on of] purchases, Muezzinoglu said that tne of1 imports consistently increased 
because a new energy policy was not formed after 197%. 


Muettinoglu said that effective measures “ere taken last year on the money and credit 
policies. However, the economy was not provided with the necessary resources because 
the tax law was not enacted, Muerzinoglu said; If we had secured the necessary incone, 
as required by the new tax system, then there would not have been any need for the recent 
price hikes and their consequences. 


Claiming that the multiple exchange rate system will to a certain extent alleviste the 
foreien currency bottleneck, Muezzinoglu added that a foreim currency income of $316 
million wes secured as result of the premium in effect from 10 April to 10 June and that 
a $400 mailifon debt for convertible deposit account was repaid. 











VII. 1 Jun 79 T2 TURKEY 


MUEZLZINOGLU, OKCUN BEGIN CONTACTS IN PARIS 
TALS 174 Ankara Domestic Service in Turkish 1600 OMT 13 Ju 79 TA 


[Excerpt] Finance Minister Ziya Muezzinoglu, who is in Parir in commection with the 
OECD Ministerial Council meetings, met with Jacques de ls (Rossier), an OECD official. 
today. 


Meezzinoglu, who arrived in Paris today. met with the members of the Turkish delegation 
which is con@ucting the talks being held with the OECD since 31 May. He then left for 
the OECD Buropean headquarters to meet with Dela (Rossier). 


In the mearmhiile, Turkish Poreig: Minister Gunduz ckew, who participated in the OECD 
ministerial meeSing in Paris, said in o statement that the difficulties between the 
in@éustrialized and developing countries had reached great dimensions. Okcun added that 
the political decisions of the in@ustrdialized OECD sountries were awaited for the solu- 
tion of this issue. Pointing out that the fate of the (eveloping countries could not 

be left dependent on the growth ef the ndéustrialized OECD countries, Okewn said thet 
issues of international manpower and trade, and the structural imbalances in the financial 
systems were connected with economic problems in industrialized countries. 


Pinal Agreement 
TAL32027 Ankara Domestic Service in Turkish 2000 GMT 13 Jun 79 TA 


[Text] A final identity of views was reached between Turkish Finance Minister Ziys 
Muetzinogly and IMP official Jacques de la (Rossier) at the end of a S-hour meeting in 
Paris today on the text of the agreement to be signed between Turkey and the IMP. The 
agreement will be accompanied by letter of intent which Muerrinogly will sig tomorrow 

or the day after. So that the aid being extended within the framework of the OECD will 
be available to Turkey, the agreement will have te be approved by the IMP Administrative 
Counc4il. Taking inte consideration the time elapsed and in order to prevent delays in 
the aid being available, part of the state leans will be extended to Turkey es an advance. 


TRI correspondent Cevat Tf .!an reports from Paris that the meeting between Muerzrinogly and 
De la (Rossier) began at the headquarters of the IMP in Paris at 1820 and ended at 2050 
Turkish time. Delegations which have been holding discussions on this subject since 

31 May were also present at the meeting. In « statement following the meeting, Muerzinoclu 
seid that work undertaken by the two delegations since 51 May were reviewed for the last 
time. He added that the text of the letter of intent was ready and that the secreement 

was finalized. 


VOTCP SCORES RECENT DEVALUATION, *IMP PRESSURES' 


TAL31805 (Clandestine) Voice of Turkish Communist Party in Turkish to Europe and Turkey 
0800 GMT 135 Jun 79 TA 


[Unattributed commentary: "The Subordination Policy”) 


[Text] Dear Listeners: The process of bargaining with OECD countries began in Paris on 
30 May and ended with the terrible devaluation imposed on us by the IMP on 11 June. This 
is now a closed chapter. However, as long as Turkey links its development te IMF's creen 
light, the bargainings, which constitute a great blow to our economic and political 
independence and which transform our country inte an outpost of imperialism and « cheap 
labor force market, will mot stop, and our people will not be able to free themselves 
from the terrible burdens of uwnemployment and high cost of living. 
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In order to prevent a situation like this, it is necessary to follow an honorable, 
independent and peaceful foreign policy. It is necessary to terminate the exploitation 
by domestic and foreign capitalists, to utilize the national resources in the interests 
of the people and to develop and strengthen the cooperation in various fields on the 
basis of mutual interests. The RPP-led govermment has once again displayed that it is 
not capable of following such a policy by showing its subordination to the IMF in Paris, 
too. 


As for the terrible devaluation which has been imposed on us, this is one of the main 
preconditions for the loan to be extended to Turkey by 17 imperialist countries. Now 

it is time for impositions such as lowering workers! wages, freezing the floor prices 
paid to the peasants, increasing the prices of the public sector products, opening the 
Goors more widely to foreign capitalists and supporting the exploitative privat. sector. 
The GUNAYDIN newspaper of 4 June cited these things, which were included in the agenda of 
the bargaining with the IMF in Paris. 


The government has not only yielded to IMF's pressures, but it has also bowed to the 
conditions of NATO--the war machine. The NATO-ites want new bases from Turkey in 

exchange for ve loans to be extended. They say: Open your airspace to the U-2 spy planes 
and freeze your relations with the Soviet Union and the Arab countries. They insist that 
Turkey adopt a porition in favor of Israel and against the Arab countries. 


Who will pay for these new economic and political impositions? It is no doubt possible 
that the new loans extended in exchange for complete subordinaticn will enable the country's 
capitalist economy to survive temporarily, but they cannot solve its problems. The green 
light lit in Paris caniot warm the hearts of t..> people in Turkey, because this new devalu- 
ation will cause further price increases in a chain reaction, and while the increased 
inflation will again constitute a source for excessive profits for the monopolies, the 

full burden of the economic crisis will fall on the shoulders of the working class and the 
other toiling masses. 


At a time when we are entering a period of collective agreements, this development should 
be discussed with care. The collective agreement for 500,000 workers is up for renewal 

in the near future. The monopolies are taking advantage of the pressures of the IMF and 
the atmosphere of martial law, and have already started to exert efforts to keep the 
workers! wages at a low level and to hinder their struggle to obtain rights and demo- 
cratic advantages by using the economic crisis as an excuse. The necessity to insure that 
wages are determined according to living conditions, and to further increase the present 
democratic rights and syndical freedoms is a current issue. This can only be achieved 
through the unity of action of the working class. The class unions are strongly defending 
the workers! rights against the pressure of the bosses. This is the reason for the 
increasing attacks from the left and from the right against unions such as Maden-Is 
(Machine Industry Workers Union], Bank-Sen and Bay-Sen [unions whose memberships of DISK-- 
Confederation of Revolutionary Worker Unions--have been suspended for 1 year]. 


Every Turkish lira in the hands of the workers and toilers has lost 43 kurus and its 

value has been reduced to 57 kurus. This is tantamount to the reduction of the workers! 
buying power by half. During the collective agreements to be reached in such an atmos- 
phere, it is more urgent to firmly and decisively defend the workers! rights and to 
secure the unity of the working class. Struggle against the moves to lay on our shoulders 
the heavy burden of the crisis caused by the monopolies, and unite to defend and further 
develop all democratic rights. 
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DEMIREL REACTS TO ECEVIT EXPLANATION OF DEVALUATION 
TA131943 Ankara Domestic Service in Turkish 1600 GMT 13 Jun 79 TA 


{Excerpts} Justice Party Leader Suleyman Demirel has said that if commitments made by 
the govermment were unacceptable to the people, then these commitments would not be 
honored when the Justice Party came to power. Demirel called on the govermment to reveal 
the commitments it made in order to receive foreign aid. Speaking at the press conference 
held at the National Assembly today, Demirel replied to remarks made by Prime Minister 
Bulent Ecevit yesterday and criticized the economic measures adopted by the government. 
Demirel noted that what was announced by the government the day before yesterday could not 
be defined as anything but devaluation. Referring to the prime minister's statement that 
the existence of the IMF had always been taken into consideration irrespective of whether 
the RPP was in opposition or in power, Demirel said: 


[Begin recording] What are they saying today? They are saying that they have not closed 
their eyes to the existence of the IMF whether in opposition or in power. No, this is not 
true. You had never paid attention to the existence of the IMF. While in opposition you 
acted otherwise--as your statements of September and October of 1971 prove. Your state- 
ments on the occasion of municipal by-elections held in 1971 are clear. What did you say 
then? Turkey's fate cannot be left dependent on IMF demands. Then you added: The 
government is taking certain stability measures in accordance with the IMF demands. The 
IMF is oppressing the poor. And what are you saying today? We have never closed our 
eyes to the existence of IMF, Th's is a lie. You are lying to the Turkish people, as 
your statements prove. [end recording] 


Pointing out that the recent devaluation has rendered savings meaningless and has placed 
a heavy burden on the poor, Demirel said that the government was making a profit of 16 
liras from each liter of gasoline and added that the drivers were meeting this difference 
from their earnings. 


After noting that there was no other government in the world which claimed to distribute 
the burden equitably, Demirel said that on leaving the government they had left a fertile 
country where the factories were operating fully, and not burdens. Pointing out that it 
would be more proper for the government to defend its own actions rather than complaining 
of former governments, Demirel said: 


{Begin recording] Are they not accusing us of having misgoverned Turkey’? They are con- 
tinuously blaming us. Why are they bothering us? When we ask them why they are doing all 
this they are saying: You did the same. If what we have done was right then it should 
not be criticized. If what we have done was not right then he [referring to the prime 
minister] should not try to clear himself by blaming us for our faults. There is no logic 
in what he is saying. He says: You also devalued the lira in 1970. But there is a great 
difference. What we did in 1970 was very beneficial. It is in this way that Turkey 
attained what it is today. What we did was very different. Following that operation 
Turkey increased its dollar reserves. The Turkish lira was revalues igainst the dollar, 
and not devalued. The value of the dollar was reduced to 13.50 liras from 15 liras. And 
Turkey was one of the four countr'.s which had foreign exchange reserves in its banks, 

{as heard] Some $2.3 billion were left to your government in 1974. In the 8 months that 
you were in power you spent $1 billion of this money. What we did then was a good thing. 
It had a different purpose. The purpose of what you have done is altogether different. 
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Where is your new foreign exchange now? Soon they will ask you to pay the debts, The 
moment you will not be able to pay, the black market value of the dollar will rise above 
the 47 liras you announced as the official rate, Let us see what you will do, Let us 
see how much more the value of the dollar will rise within 15 or 20 days if you cannot 
obtain dollars in the next few months, 


What happened to your werd that you would not devalue before obtaining dollars? We 
also did it but we did it properly. We did it in order to strengthen the economy, And 
we did it voluntarily, not because we were forced to do it. We did it because there was 
a need for it. You, however, “~id it not because it was essential, but in order to 
maintain yourself in power, You did it because the knife had struck the bone and, as 
the saying goes, one who is drowning does not mind hanging onto a snake. You are 
hanging onto a snake. [end recording] 


Erbakan Accusations 
TA131953 Ankara Domestic Service in Turkish 1600 GMT 13 Jun 79 TA 


{Text] National Salvation Party [NSP] Leader Neomettin Erbakan said that the govern- 
ment has ceded the country's administration to the International Monetary Fund [IMF]. 


Speaking at openeair meetings organized by his party in the various districts of Manisa, 
Erbakan said: Together with the IMF, the government is exerting all efforts to destroy 
our beloved nation and is trampling upon it just like an occupation army. TRT corres- 
pondent Cengiz Guven reports Erbakan as saying that the recent devaluation will increase 
the value of the dollar to 60 Turkish liras in the black market and that this devalua- 
tion will precipitate even greater devaluations, Noting that there will be a chain of 
price hikes reaching unbeurable dimensions, Erbakan said; We have no time to lose, We 
have to remove this government from office before the people drown, 


Erbakan added that a mumerical balance had been achieved between the government and the 
opposition at the National Assembly and that it was inevitable that the balance would 
tip in favor of the people im the coming days. He concluded by saying that the govern- 
ment was pursuing the wrong foreig policy. 


Feyzioglu Criticism 
TA132116 Ankara Domestic Service in Turkish 1600 GMT 13 Jun 79 TA 


{Text] Republican Reliance Party [RRP] Leader Turhan Feyzioglu has said that the 
necessity for the recent grave devaluation, following the 1978 devaluation implementod 
less than a year and a half ago, shows that the financial and economic policies pursued 
have gone bankrupt. 


In a press conference at the parliament, Feyzioglu said that the recent devaluation had 
been so obvious that many profiteers had made fortunes, WNoting that the government had 
resorted to a confusing and complicated method in order to be able to say that this was 
not a devaluation but a multiple exchange rate, Feyzioglu described the devaluation as 
contradictory, unsound and not thorough, Recalling Ecevit's promise when he assumed 
power in March 1978 to the effect that he would improve the economy and another promise 
made in autumn 1978 to the effect that the economic crisis would end, Feyzioglu pointed 
out that these promises had not been kept. He said: Now the honorable prime minister 
has renounced fixing dates, 
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He is content with saying that the light can be seen at the end of the tunnel. However, 
he has no courage to tell us how long it will take to arrive at the other end of the 
tumnel or how this journey will be made. It is unfortunate that the masses do not see 
the light. 


PRICE OF STEEL AND IRON PRODUCTS RAISED 
TA131903 Ankara Domestic Service in Turkish 1600 GMT 13 Jun 79 TA 


{Excerpt] The new prices of iron and steel products were announced today. Accordingly 
the price of 1 ton of tin which was 26,000 liras was raised to 37,000 liras--a raise 
of 11,000 liras--which is the biggest price hike announced today. Price hikes were 
attributed to raising costs. 


GUNES SPEAKS OF ANTI-TERRORISM COOPERATION WITH FRG 
NC131130 Istanbul MILLIYET in Turkish 12 Jun 79 p 9 NC 
{Article by Hayri Birler] 


{Excerpts] The minister of the interior, Hasan Fehmi Gunes, has declared that “it has 
been determined that the arms used in terrorist incidents in Turkey are being financed 
from sources in the FRG. The Germans have achieved a high level of technology in deal- 
ing with terrorism. I believe they have the highest standards in the world. They can 
help us with this problem. 


"Thr Grerman areseriously irked by the activities of associations formed by Turkish 
citizens in the FRG. There is a question of whether or not those associations are ex- 
tensions of organizations in Turkey. The German authorities, on the other hand, have 
no precise knowledge of organizations in Turkey. This is naturol because we gather in- 
telligence on those organizations and the Germans gather intelligence on activities of 
organizations in the FRG. If this information is consolidated and evaluated, sounder 
results can be obtained and more effective measures developed, Our hypothesis was found 
appropriate and now mutual assistance is possible." 


Gunes continued: "The arms in Turkey come from abroad, These arms have financial 

backing and flow channels into Turkey. Organizations bring them into Turkey and distribute 
them. We have determined that one end of this chain is in the FRG. Ow intelligence has 
asserted that these arms are being financed by sources in the FRG. Since this is the 

case, an effective system of counteraction would be to closely watch the source of finance, 
the factories selling the arms and ammunition, the vehicles on which they are loaded, 

the delivery points in Turkey, and the distribution network in Turkey. We are in the 
process of capturing arms smugglers and distributing networks in Turkey. We have already 
captured some, ” 


Gunes stated: "I explained to German authorities that since international terrorists are 
cooperating against world democracy, countries struggling to keep democracy alive must 
also cooperate. One must think twice whether the terrorist incidents in Turkey are 
solely aimed against Turkey. One must consider whether they are in any way linked with 
the balance in the Middle East, whether it is related to the oil in the Middle East or 
whether it has any connection with the general world balance." 
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